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SUMMARY 



The Pood Security Act of 1985 (P.L. 99-198) establishes a coipprehensive framework 
within which the Secretary of Agriculture will administer agriculture and fooZ 
prograins from 1986 throu^:* 1990. Following is a brief outline of the act, first by 
topic, then by title. 

Coimaodity Provisions 

Loan programs — Mininwm support levels specified for 1986; market-based formulas 
for 1987-90 with limited annual dsclines. Further cuts authorized for v^aeat and 
feed grains when needed to compete in world markets. Marketing loans and 
certificates required for cottor and rice. 

Target prices—Minimum target prices frozen at 1985 levels in 1986-87 for wheat and 
f«ed grains, 1986 only for cotton and rice. Tfirget minimums decline in following 
years 

Acreage reduction — Secretary may use acreage reduction, set-aside, or paid land 
diversion programs to reduce acreage planted to wheat, feed grains, cotton, and 
ricc^. Acreage reduction ti'id to level of carryover stocks. 

Grain reserves — Continues fr *mer-owned reserve. 

Export Provisions 

Food aid— Continues and expands P.L. 480 and section A\6 international food aid 
programs. Creates Food for Progress program. 

Cargo preference — Exempts specific commercial exports from U.S. flag vessel 
requirements. Increases share or food aid shipments which must be carried on U.S. 
flag vessels. 

Conservation Provisions 

Creates "sodbuster," "swaicrp buster," and conservation reserve prc3^?.mc to help remove 
highly erodible land and wetlanJ from crop production. 

Other Provisions 

rcntinues, revises, or expands credit, research, extension, and food stamp 
programs. Authorizes three new market promotion programs. 

Programs by Title 

Title I — Continues milk support price for 1986 at $11.60 per hundredweight (cwt) 
with further declines in 1987-90. Requires milk production tennination program for 
A-^ril 1, 1986-September 30, 1987. Amends Federal milk marketing orders 

Title II — Continues wool and mohair programs through 1990. 

Titles III and IV — Continues price and income «3upports for wheat and feed grains. 
Authorizes Secretary to implement marketing loans, loan deficiency payments, target 
option program, and inventory reduction payments. Allows discretionary marketing 
quotas for wheat. 
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Title V — Continues cotton programs through crop year 1990. Requires marketing loans 
and certificates to make U.S. cotton more competitive in world markets. Allows 
optional loan deficiency and inventory reduction payments. 

Title VI — Continues rice income and price-support programs. Requires marketing 
loans and certificates to make U.S. rice more competitive in world markets. Allows 
optional ]oan deficiency and inventory reduction payments. 

Title VII — Continues two-tier peanut price-support program. Authorizes disaster 
payments for 1985-90 crops. 

Title VIII — Continues soybean price-support program for 1986-90 crops. Authorizes 
marketing loars and disaster payments. 

Title IX — Continues sugarcane and sugar beet price-support programs. Authorizes 
disaster payments for 1985-90 crops. 

Title X — Establishes system for calculating crop and farm acreage bases end program 
yields. Amends honey program. Liraits payments received under wheat, feed grain, 
Upland and extra long staple (E^^S) cotton, and rice programs to $50,000 per person 
per year; disaster payments to $100,000 per person per year. Revises farmer-owned 
reserve program. 

Title XI — Amends Public Law (P.L.) A80 to allow use of foreign curreuciec obtained 
through program to encourage development of private enterprise and enhance food 
security in developing countries through local food production. Creates Food for 
Progress program to help countries that have made commitments to introduce or expand 
free enterprise elements in their food sectors. Expands type and volume of 
commodities donated under section 416. Creates Special Assistant to the President 
for Agricultural Trade and Food Aid. Establishes further programs to promote 
commercial agricultural exports. Changes cargo preference laws to exempt specific 
commercial program shipments and to increase the mandated percentage of food aid 
shipments which must be carried on U.S» flag vessels. 

Title XII — Prohibits USDk program benefits to farmers Who convert highly erodible 
land ("sodbusters") or wetlands ("swampbusters') to cropland. Authorizes a 
conservation reserve of 40 to 45 million Acres by 19*^0. 

Title XIII— Shifts funding for USDA credit programs from direct to guaranteed 
loats. Protects buyers of farm products from double payment. Assists farmers who 
are in financial difficulty or have lost farms in foreclosures 

Title XIV — Authorizes or continues research, extension, and teaching programs. 

Title XV— Continues a^d amends Food Stamp Program through September 30, 1990. 
Extends Temporary Emergency Food Assistance Program through September 30, 1987* 
Increases funding for Puerto Rico's Nutrition Assistance Program. Expands nutrition 
monitoring of needy. 

Title XVI — Establishes mandatory promotion programs for beef and pork and an 
optional program for watermelons Increases penalties for violations of marketing 
orders. Mandates development of new grain classification standards. 

Title XVII — Establishes processing, inspection, and labeling requirements for 
poultry and meat imports. Establishes criteria for Agricultural Stabilization 
and Conservation committees. Establishes a National Commission on Agricultural 
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Policy to study stTOCture, procedures, and metnods of formulating and adiainistering 
U.S. agricultural policies. Authorizes programs in aquaculture research, 
as^'lstance, and training. Requires study and pilot project on farmers' use of 
cultural commodity futures and options markets. Requires establishment of 
animal welfare standards. Requires program to control grasshoppers and Mormon 
crickets. 
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Provisions of tlie 
Food Security Act of 1985 

Lewrene K Glaser 
IHTRODUCTIOV 

The Food Security Act of 1985 (P.L. 99-198) provides a 5-~year framework for the 
Secretary of Agriculture to administer various agriculture and food programs. 
Several of the comnodity programs were started decades ago under the Agricultural 
Adjustment Acts of 193^> and 1938 and the Agricultural Act of 1949 (commonly referred 
to as permanent legislation) . 

i;ore recent legislation created USDA*s food stamp, credit, and research programs. 
Ali of the programs have been modified over time to meet changing economic needs and 
various domestic and international conditions. The 1985 Act is the latest piece of 
legislation in this series; it replaces the Agriculture and Food Act of 1981, which 
expired with the 1985 crops. 

The Food Security Act of 1985 was pasued by Congress December 18 ard signed by the 
President December 23, 1985. Public law 99-253, making technical corrections in the 
1985 Act, passed Congre. on February 19 <J wca signed by the '^-.esi'^ent on February 
28, 1986. These corrections ma<5e cross compliance for wheat and feed grains 
di£tcretionary instead of mandatory « changed the formula for calculating crop acreage 
bases, and changed the e\ection procedure for local Agricultural Stabilization and 
Conservation (ASC) committees. Tlie Food Security Improvements Act of 1986 was 
passed by Congress on March 12 and was signed by the President on March 20. 

This report summarizes the act's 18 titles and compares it with previous legislation 
where applicable. The Secretary referred to throughout the text is th«; Secretary of 
Agriculture, unless /otherwise noted. This report concludes with a table of the 
commodity program levels 1982-86, a short list of agricultural legislation from 1933 
to 1986, a glossary of agricultural terms, a list of additional readings, a summary 
of the Food Security Improvements Act of 1986, and an index. 

How the Balanced Budget end Emergency Deficit Control Act of 1985 (P.L. 99-177), 
commonly referred to as Gramm-Rudman-Hollings, will affect the agricultural programs 
authorised in this act is not yet known. Grarom-Rudman-Hollings mandates across-the- 
board spanding cuts in nonexeii5)t Federal programs, including agriculture if the 
President and the Congress fail to agree on specified budget spending levels until a 
balanced Foderal budget is achieved by 1990. USDA's Food Stamp Program is exempt 
from the cuts. 



TITLE I: DAIRY 

The 1985 Act continues the reduction in milk price supports and mandates a milk 
production termination program. The Secretary must establish a National Commission 
on Dairy Tolicy and has the authority to establish a National Dairy Research 
Endowment Institute. Changes &re made in the provisions governing milk marketing 
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orders. Cotnmodity Credit Corporation (CCC) stocks will be made available for the 
manufacture of casein and for use in a dairy export incentive program. 



Pricft Support 

Title I specifies the support price for milk for January 1, 1986, to December 31, 
1990. For calendar year 1986, the support level remains at $11.60 per hundredweight 
(cwt) for milk containing 3.67-percent milk fat. "^e support price jlrops to $11.3'' 
per c*#t for January 1-September 30, 1987, and $11.10 per cwt for October 1, 1987- 
December 31, 1990. However, the Secretary must adjust th.^ support rate in calendar 
years 1988, 1989, and 1990, based on the estimated amount of net CCC price support 
purchases for each year. The price of milk is supported through the purchase of 
butter, cheese, nonfat dry milk, end other dairy product If annual purchases are 
estimated to be 2.5 billion pounds or less (milk equivalent), ^he rate increases by 
50 cents per cwt on January 1. If net CCC purchases are estimated to exceed 5 
billion pounds, the rate J^w "eases 50 cents per cwt. The support price, however, 
cannot be lowered after 1^87 unless the milk production termination program 
decreases milk production jy at least 12 ***Hion pounds during the 18 months of the 
program or unless the Secretary certifies Congress that reasonable contract 
offers were made under the program but not accepted by a sufficient number of 
producers ^o achieve the targeted reduction. 

The 1981 Act specified minimum support levels for milk, a change ^rom previous 
l*agislation where rates were baf^d on a percent of parity. The i.iitial support 
price was $13.10 per cwt for D^c^mber 1981-September 1982 with further increases 
scheduled for fiscal years 198.'^-85. The Omnibus Budget Reconciliation Act of 1982 
eliminated the scheduled increases and continued the support level at H3.10 per cwt 
through fiscal year 1984. Also, if CCC purchases remainca high, the "Secretary could 
reduce the effective returns to produci :s during fiscal year 1983-85. The ' ^82 Act 
authorized a 50-cent-per-cwt deduction on October 1, 1982, if net CJC purchases were 
projected to be more than 5 billion pounds (milk equivalent) tor the next 12 
months. A further 50-cent deduction was allowed on April 1, 1983, if projected net 
annual purchases exceeded 7.5 billion 
pounds. The deductions were m&de 
beginning April 16, 1983, and September 
1, 1983, and ending November 30, 1983. 

The Dairy and Tobacco Adjustment Act of 
1983 significantly changed the existing 
dairy program ty lowering price supports, 
instituting a 15-month voluntary milk 
diversion program, and requiring a dairy 
products promotion order. The price- 
support level dropped to $12.60 per cwt 
on December 1, 1983. The Secretary was 
authorized to further reduce the support 
price by 50 cents per cwt on April 1, 
1985, if net CCC purchases were estimated 
to exceed 6 billion pounds (milk 
equivalent), and another 50 cents on July 
1, 1985, if net purchases were estimated 
to exceed 5 billion pounds. Both 
reductions were taken. Figure 1 show? 
that milk supply and stocks have 
increased dramatically in the last few 
years . 
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Figure 1 

Milk Supply, Use, and Stocks, 1985 
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Milk Production Termination PrograA 



During the period April 1» 1986, through September 30, 1987, the Secretary must 
operate a milk production termination or "whole-herd buy-out" program. Under the 
nhole-herd buy-out, producers will receive payments from USDA, based on bids 
'Submitted to the Secretary, for the purpose of stopping milk production. All dairy 
cattle which the producers own must be sold for sluughter or export. For 3, 4, or 5 
years (as determined by the Secretary) after such sale, producers may not acquire 
interest in dairy cattle or milk production, nor acquire or make available 'O others 
facilities not used because of this program. Program participants must provide 
evidence of their milk marketing history and the past and present size ^nd 
composition of their herds. A producer who began marketing milk in the 15-month 
period ending March 31, 1986, is ineligible to participate, except if the entire 
herd and facilities were transferred to the producer r\e the result of a gift or 
inheritance from a family rember Participants violating their contracts are 
subject to marketing and civil penalties. 

To help offset the cost of the milk production termination program, the price of 
milk received by producers will be reduced by 40 cents per cwt during April 1- 
December 31 1986, and 25 cents during January 1-September 30, 1967. This deduction 
will be collected by handlers and remitted to the CCC and is applicable to all lailk 
marketed for commercial use in the contiguous 48 States. The Secretary must issue 
regulations specifying rorxketing procedures to ensure that the greatest number of 
cattle are slaughtered during April-August 1986 and March-August 1987 and that such 
sales follow historical seasonal marketing patterns. The total number of dairy 
cattle marketed for slaughter under this program is limited to 7 percent of the 
national dairy herd in addition to the normal culliuj rate per calendar year. 

A Ilk diversion or a milk production termination program may be established by the 
Secretary in 1988, 1989, or 1990 as necessary to avoid burdensome excess stocks of 
milk or milk products. To minimize the effect of the 18-month program on beef, 
pork, and lamb producers, the Secretary must purchase 400 million pounds of red meat 
in addition to those normally purchased and distributed. Two hundred million pounds 
will be available for distribution through domestic programs and 200 million pounds 
for export programs and military commissaries located outside the United States. 

The Dairy and Tobacco Adjustment Act of 1983 authorized a 15-month milk diversion 
program for January 1984-March 19^5. Participation in the program was voluntary. 
Producers signed contracts to reduce their marketings by 5-30 percent from the base 
period and, in return, received Payments of $10 per cwt. After November 8, 1983, 
participating producers could only sell their dairy cattle for slaughter or to 
another producer in the progr^. Idle facilities and equipment were not to be ustd 
Dy other producers. To partially offset the rost of the program, the Secretary 
deducted 50 cents per cwt from the price r^eceived by producers for milk marketed 
commercially in the contiguous 48 States fiuring December 1983 through March 1985. 

Casein 

The CCC must maintain surplus stocks of nonfat dry milk of not lesn than 1 million 
pounds annually to sell to individuals or entities for the manufactjre of casein- 
Bids may be accepted at lower than resale price in order to promote a domestic 
casein industry. The Secretary must determine trtiether imports of casein interfere 
with USDA's milk price-sup; ort program and report to Congress by February 21, 1S86. 
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■ational Dairy RaseArch EndoiflDent Inatitute 

The Secretary may establish within USDA a National Dairy Research Endowment Institute 
to aid the dairy industry in implementing a dairy products research order. The 
institute would establish permanent funding of scientific research to expand U.S. 
markets for milk and dairy products. The research goals would be to increase the 
knowledge of human nutritional needs and the relationship of milk and dairy products 
to those needs; tu improve dairy processing technologies, particularly those 
appropriate to small- and medium-sized family farms; to develop new dairy products; 
and to appraise the effects of this information on the marketing of dairy products. 
The institute would be headed by a board of trustees, composed of members of the 
Mational Dairy Promotion and Research Board. If the institute is established, a 
Dairy Research Trust Fund of $100 million would be established in the U.S. Treasury. 
The money would be invested by the Treasury Secretary in various interest-bearing 
obligations, accounts, or certificates The interest, dividends, and other payments 
that accrue would be available co the institute for authorized activities. 

Milk Marketing Orders 

The 1985 Act specifies minimum class I differentials for the 44 milk marketing 
orders administerad by the Agricultural Marketing Service (AMS). (See table 1.) 
These differentials are the dollar amounts added to the price of manufacturing grade 
milk in the Minnesota-Wisconsin marketing area to determine the minimum class I 
(bottling) milk price that handlers must pay under each of the marketing orders. 



Table l-MlnlMM class I allk tflff«r«ntUlt 1/ 

Mirketlng ordw- Minimun dfffer^tial Marketing order Minimum differential 

%r#a (Mr cwt of »ltk having srM (p#r cwt of milk having 
3>5 Pfxent milk fat) 3>5 percent milk fat) 



¥^ Cff^land 

Mew York -New Jersey 

Middle Atlantic 

Oeorgia 

Atabcma^t Florida 

Urper Florida 
Ta»M 

Sourhe^Tern Florida 
Mtchlgu) Upper Peninsula 
Souftiern Michigan 

Eastern Ohtc^^testem Pennsylvania 
Ohio Valley 
Indiana 



Cilceoo Regional 
Central tiTlnols 



SoutWn Illinois 
Loulsvtlle-LeKing' ')n-£vansvl I le 
Uk^per Midwest 
Mastem SouHt Dahota 
Black Hills, South Dakota 

Iowa 

Nobraska-yestern Iowa 



Dollars 




Dol lars 


3.24 


Greater Kansas Clty^ 


1.92 


5.14 


Tennessee Val ley 


2.77 


5-05 


Mashville, Tennessee 


2.52 


5.06 


Paducahf Kentucky 


2.59 


5.08 


MamphiSf Tennessee 


2.77 


5.58 


Central Arkansas 


2.77 


5.88 


Fort Smith. Arkansas 


2.77 


4.18 


Southwest Plains 


2.77 


1.55 


Texas Panhandle 


2.49 


1.75 


Lubbock-PlainvieWf Texas 


2.49 


1.95 


Texas 


^.28 


2.04 


Gre^*^ Louisiana 


5. 28 


2.00 


Mew Orleans-Mississippi 


3.85 


1.40 


Eastern Colorado 


2.75 


1.61 


Western Colorado 


2.00 


1.92 


Southwestern Idaho-Eastern Oregon 


1.50 


2.11 


Great Basin 


1.90 


1.20 


Lake Mead 


1.60 


1.50 


Central Arizona 


2.52 


2.05 


Rio Grande Valley 


2.55 


1.55 


Puget Sound Inland 


i.d5 


1.75 


Oregon-Wash 1 ngton 


\.9j 



77 A mlnlMM cIms I milk dlffsrwitlai it Urn dollar amounf addstf to th« price of manufacturing grade 
«iTk In th« NinnMota-Wi scons in markating arM to (totarmln. ti^ clasf I (bol-Ming) ntiik price in Mch of 
tti. iM'-kating arMs. 
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The minimum dif f eientials will be in effect for the 2 years beginning May 1, 1986, 
and will continue in effect unless an order is amended by AMS. The Minnesota- 
Wisconsin price is an estimate of the average price paid for manufacturing grade 
milk used to make butter, nonfat dry milk, and cheese at plants in most of Minnesota 
and Wisconsin. Under Federal milk marketing orders, milk is priced according to how 
it is jsed at processing pxants. Milk sold for drinking is in the highest price 
class, while milk used in manufactured products is in lower price classes ^ 

The 1985 Act also authorizes milk marketing orders to include payments to handlers 
and marketing cooperatives for services of marketwide benefit. These services 
include, but are not limited to, providing facilities to furnish additional milk 
supplies needed by handlers and to dispose of excess milk supplies, and transporting 
milk to fulfill requirements for milk of a higher use classification or to provide a 
market outlet for milk of any use classification. AMS would also have to amend the 
marketing orders to incorp^^rate such provisions. 

National Commission on Dairy Policy 

Title I establishes a National Commission on Dairy Policy to study the future 
operations of the Federal milk price support program. The commission will have 18 
members, appointed by the Secretary, %^o are engaged in the commercial production of 
milk in the United States. At least 12 must be appointed from nominations made by 
Congress. The memborship of the commission should reflect, as much as possible, the 
geographical distribution of milk production volume throughout the United States 
with each member representing a milk-producing region. 

The coromistjion will examine the current Federal price-support program for milk, 
alternatives to the program, the future functioning of the program, technologies 
that will become a part of the milk production industry before the end of this 
century, the effect that developing technologies will have on surplus milk 
production, and the future structure of the milk production industry. 

The commission must submit its findings and recommendations to the Secretary and 
Congress not later than March 31, 1987. The commission will dissolve 30 d^/s atter 
the report is submitted. 

Dairy Products for Veterans Administration 
Hospitals and the Military 

The 1985 Act continues the transfer of dairy products (butter, cheese, and other 
items) acquired by the CCC to Veterans Administration hospitals and the military 
through December 31, 1990. The dairy products available under this program are 
limited to those acquired by the CCC under price-support operations and not disposed 
of through foreign donations. 

Dairy Indemnity Program 

The dairy indemnity program will be continued through ..eptember 30, 1990. Under 
this prog \, the Secretary is authorized to compensate dairy farmers for lost 
production, if they are directed to remove their milk from commercial markets due to 
nuclear radiation or fallout, inadvertent chemical residues, or toxic substances. 

Dairy Export Incantiva Program 

From February 21, 1986, to September 30, 198^, the CCC must operate an export 
incentive program for dairy products. The CCC will pay, on a bid basis, indivii^uals 



ERLC 



or businesses that export U.S. dairy products. Bids will be accepted or rejected 
under criteria the Secretary deews appropriate? The Secretary must issue 
regulations that ensure that payments made under this program are for sales in 
addition to, not in place of, those that would normally be made and that such 
payments will not displace commercial export sales. The payments can be iiade in 
cash, in kind, or through the issuance of certificates redeemable for commodities. 
The payment rates must reflect the type of dairy product to be e5Cported and the 
domestic and world prices of dairy products, among other things. 



TITLE II: WOOL AND MOHAIR 

The 1985 Act extends the National Wool Act of 1954 through December 31, 1990. The 
Secretary must support the price of wool and mohair through loans, purchases, 
payments, or other operations. The support rate for shorn wool, rounded to the 
nearest full cent, remains nt 77.5 percent of: 

^ average parity index for 3 previous calendar y Mrs 

10.62 X average parity index for 1958, 1959. and 1960 

A parity index ij the index of prices paid by farmers for commodities and services, 
including interest, taxes, and farm wages. The support prices for pulled wool and 
mohair must maintain normal marketing relationships between pulled and shorn wool 
and maintain approximately the same percentage of parity for mohair as for shorn 
wool. 



TITLES III and IV: WHEAT AND PBBD GRAINS 

The 1985 Act continues price and income supports for wheat and feed graia producers 
through the 1990 crop year. Nonrecourse loans provide price support; target prices 
and deficiency payments provide income support. The 1985 Act authorizes the 
Secretary to implement several optional programs, including "laarketing loans." loan 
deficiency payments, the "target option program," and inventory reduction payments. 
Wh**at marketing quotas are also discretionary. 

Target Prices and Price-Support Loans 

Minimum target prices for wheat, unless a marketing quota is in effect, decrease 
from $4.38 per bushel for the 1986-87 crops to $4 per bushel for the 1990 crop 
(table 2). The 1981 Act specified minimum wheat target prices that increased from 
$4.05 per bushel for the 1982 crop to $4.65 per bushel for the 1985 crop. The 

Table 2— HinlMum wheat m4 oom target prioec arid loan rates, crtxp years 1986-90 



Item 


1986 


I9B7 


1968 


1989 


1990 








Dollars 






tfhMt: 












Tarjjet price 


4.38 


4.38 


4.29 


4.16 


4.00 


ftasic loan rate 


5.00 


1/ 


i/ 


1/ 


i/ 


Corn: 












Target price 


5.05 


5.05 


2.97 


2.88 


2.75 


Basic loan rate 


2.40 


i/ 


i/ 


1/ 


i/ 



i/ Th« rate Is to b« 75-«5 percwnf of av^rag* m«rk«t pr I os (s«« t^xTTT 
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Agricultural Programs Adjustment Act of 1984 lowered the levels for the 1984-85 
crops to $4.38 per bushel (app. 1). 

Minimum target prices for com decrease from $3.03 per bushel for the 1986-87 crops 
to $2.75 per bushel for the 1990 crop (table 2). The minimum levels for com target 
prices for crop years 1982-85 set by the 1981 Act increased from $2.70 per bushel to 
$3*18 per bushel. Tho 1984 Act, however, held the 1985 rate at the 1984 level of 
$3.03 per bushel (app. 1). Payment rates for grain sorghum, oats, and barley, if 
designated by the Secretary, imst be fair and reasonable in relation to the payment 
rate established for com.. 

The 1985 Act continues loans and purchases for the 1986-90 crops of wheat and feed 
grains. Loan rates must encourage f»1ieat and feed grain exports, not create 
excessive stocks^ and reflect production costs, supply and demand conditions, and 
world prices of wheat and feed grains. The 1986 basic loan rate (prior to any 
discretionary reductions) is $3 per bushel for wheat and $2.40 per bushel for com. 
For 1987-90, the basic rates will be 75-85 percent of the simple average of the 
season prices received by producers during the 5 preceding marketing years, dropping 
the years with the high and low prices. This rate may not ue lowered by more than 5 
percent from the basic rate in the previous year. 

Loan levels may be further reduced from the basic rate by up to 20 percent if the 
average market price was 110 percent or less of the announced loan rate during the 
previous year or if the reduction is necessary to maintain domestic and export 
markets. For the 1986 crops of wheat and feed grains, the Secretary must reduce the 
basic rates of $3 and $2.40 by at least 10 percent. Any reduction made under this 
authority may not be used in determining the besic loan rate in subsequent years. 
For example, the basic loan rate for the 1987 crop of wheax; will be calculated using 
the formula, but it may be set at no lower than $2.85 per bushel, a 5-percent 
reduction from the 1986 basic rate of $3. The $2.85 level can then be dropped by up 
to 20 percent to determine the final loan rate for 1987. Similar provisions for 
wheat and feeO grains were contained in the 1981 Act, except that the trigger level 
was 105 percent of the announced loan rate and the reduction was limited to 10 
percent annually, with a floor of $3 per bushel for wheat and $2 per bushel for com 

Loans will once again be available for the 1986-90 crops of grain sorghum, barley, 
oats, and rye at levels that the Secretary determines are fair and reasonable in 
relaticn to the level for com and that reflect such factors as relative feed values 

The 1981 Act established the minimum basic loan rates for wheat and com at $3.55 
and $2.55 per bushel, respectively, for the 1982-85 crops. The Omnibus Budget 
Reconciliation Act of 1982 raised the minimums, for the 1983 crop only, to $i.65 for 
wheat and $2 ^5 for com. The Secretary useC discretionary authority in 1984 and 
1985 to reduce the loan rates for wheat by 25 cents (7 percent) to $3.30 per 
bushel. See appendix 1 for the target and loan levels, crop years 1982-86. 

Loan Repayment 

The Secretary has the option to offer wheat and feed grain producers a marketing 
loan. If market prices are below the loan rate, producers mey repay their loan at 
the world market price, as determined by the Secretary, or 70 percent of the basic 
loan r»te, whichever is higher. Loans may not be repaid at a level higher than the 
announced loan rate. If a marketing loan program is used, the Secretary must issue 
a formula defining the world market price and a mechanism for periodic announcement 
of such price. 
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Under a similar provision, the Secretary may offer loan deficiency payments to 
producers who, although eligible to obtain loans, agree not to. The loan deficiency 
payments for the 1986-90 crops of wheat, com, grain sorghum, barley, oats, and rye 
would be determined by multiplying the loan payment rate by the amount of commodity 
eligible for loan. The payment rate per bushel is the announced loan level minus 
the repayment level used in the marketing loan. The amount of commodity eligible for 
this payment is determined by multiplying the individual farm program acreage for 
the crop by the farm program payment yield. 

National Program Acraaga 

The 1985 Act continues to set the national program acreage (NPA) for wheat and feed 
grains at the number of harvested acres (based on the weighted national average of 
farm program payment yields) the Secretary determines is required to meet estimated 
domestic and export needs (less imports). The acreage may be adjusted for any 
desired increase or decrease in carryover stocks. The Secretary must announce the 
NPA for wheat for a particular crop year by June 1 (August 15 under the 1981 Act) of 
the preceding calendar year. The NPA for feed grains must be announced by September 
30 (November 15 in the 1981 Act) of the preceding calendar year. The 1985 Act 
specifies a program allocation factor of 80-100 percent, arrived at by dividing the 
NPA for the crop by the estimated number of total acres that '*ill be harvested. The 
program allocation factor is a ratio used in determining farm program acreage. As 
with the 1981 Act, tha announcement of the NPA and the calculation of the program 
allocation factor are not required whenever an acreage reduction program (ARP) is in 
effect. 

Farm Program Acreage 

Individual farm program acreage continues to be determined by multiplying the 
allocation factor by the number of acres planted for harvest on the individual 
farm. If an ARP is in effect, then the individual farm program acreage is the 
acreage planted on the farm for harvest within the permitted acreage (the crop base 
less the percentage reduction specified by the ARP) with the following exception. 
If producers plant between 50 and 92 percent of the crop*s permitted acreage when an 
ARP is in effect and devote the rest to conserving uses or nonprogram crops (any 
agricultural commodity other than wheat, feed grains. Upland cotton, extra long 
staple cotton, rice, or soybeans), then the individual farm program acreage equals 
92 percent of the permitted acreage for the purposes of calculating deficiency 
payments. Any acreage considered planted under this provision may not also be u«:ed 
as conserving acreage under any acreage reduction, set-aside, or land diversion 
program. 

Title X establishes the formulas by which crop acreage bases and farm program 
payment yields are calculated under a new acreage base and program yield system for 
wheat, feed grains. Upland cotton, and rice. 

Deficiancy Paymantt 

Like the 1931 Act, the 1985 Act authorizes deficiency payments if the national 
weighted average market price received by farmers during the first 5 months of the 
marketing year is lower than ♦•he established target price for that crop year. The 
payment rate for Wheat and com is the difference between the target price and 
either the national weighted average market price or the basic loan level, whichever 
is higher. The payment rates for grain sorghum, oats, and barley, if designated by 
the Secretary, must be fair and reasonable in relation to com. Payments for the 
1986-90 crops will again be determined by multiplying the payment rate times the 
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individual farm program acreage times the farm program payment yield established for 
the farm. Deficiency payments will not be made for any quantity on Which a disaster 
payment was made. 

If the Secretary exercises discretionary authority to reduce the basic loan rate by 
up to 20 percent, USDA must make additional payments to producers to provide the 
same total return as if there had been no reduction. The payment rate is the basic 
loan level minus the national weighted season average farm price for the marketing 
year or the announced loan level, whichever is higher. These payments would not be 
subject to the $50,000 payment limitation. Title X specifies that payments received 
under the wheat, feed grain. Upland cotton, extra long staple (ELS) cotton, and rice 
programs are limited to $50,000 per person per year with certain exceptions. 

Up to 5 percent of the deficiency payments (including payments made because the 
basic loan was reduced) may be made as payments-in-kind (riK). 

The Secretary may offer wheat producers a target option program (TOP), Where 
producers choose from a schedule of target prices and corresponding acreage 
reduction levels. The Secretary also may vary the rate of wheat deficiency payments 
based on the quantity produced, with such payments being targeted to commercial 
family farmers with annual gross sales over $20,000. 

Disaster Payments 

As under the 1981 Act, the 1985 Act does not automatically entitle producers to 
disaster payments if they can obtain crop insurance under the Federal Crop Insurance 
Act. However, even if crop insurance is available, the Secretary may make disaster 
pa:?Tnents to producers When all of the following conditions have been met: (I) 
producers have suffered substantial farm production losses as the result of drought, 
flood, other natural disasters, or other conditions beyond the producers* control 
that either reduced yields or prevented planting of Wheat, feed grains, or other 
nonconserving crop; (2) such losses have created an economic emergency for 
producers; (3) Federal crop insurance indemnity payments and other forms of 
assistance made available by the Federal Government are insufficient to alleviate 
the economic emergency; and (4) additional assistance must be made available to such 
producers to alleviate the economic emergency. 

If these conditions are met, prevented planting payments will be made or the smaller 
of either the acreage rlntended to be planted to Wheat or feed grains or the acreage 
planted for harvest in Uie preceding year of wheat or feed gr&ins (including any 
acreage which the producer was prevented from planting to wheat, feed grains, or 
other nonconserving crops). The payment calculation is 75 percent of the farm 
program payment yield times one-third of the target price fDr wheat or feed grains. 
Payments may be made in cash or in-kind. Reduced-yield payments will be made if the 
total quantity of Wheat or feed grains harvested on any farm is less than the 
potential production obtained by multiplying 60 percent of the farm program yield by 
the acreage planted for harvest. The payment calculation is 50 percent of the 
target price for the ^ificit in production below the 60-percent level. 

Acreage Seduction 

The 1985 Act continues the authority of the Secretary to require reductions in the 
acreage planted to wheat and feed grains. Acreage limitation, set-aside, or paid 
land diversion programs may be in^lemented if total supplies will be excessive. An 
acreage limitation program is commonly called an acreage reduction progreia or ARP. 
Figures 2 and 3 indicate the areas where wheat and com are produced in the 48 
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FIgurs 2 

Harvested Acres of Wheat for Grain, 
by Cojnty, 1982 



Less than 5.000 
5.000-49.999 
50.000 or more 
U.S. Total: 51.212.930 acres 




Figure 3 

Harvested Acres of Corn for Grain or Seed, 
by County, 1982 




U.S. Total: 69.707.035 acres 
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contiguous States. When determining an ARP or set-iside, the number of acres placed 
in the conservation reserve must be considered. If an acreage reduction or 
set-aside program is in effect, producers must participate fn the progra'^ as a 
condition of eligibility for Wb(?.at and feed grain loans, purchases, and payments. 

USDA must announce an acreage reduction or set-aside program by June 1 for wheat or 
S«|/leiuuer ju ror rev^d grains prior ^o the calendar year in which the crop 3.s 
harvested Adjustments in the program can be made until July 31 for wheat or 
November 15 or feed grains if there ha^ been a significant change in total supply 
since the program was first announced. Under the 1981 Act, the announcement dates 
were August 15 for %#heat and November 15 for foed g:ains. 

When an ARP has been announced, USDA determines the acreage that may be planted to 
the crop (permitted acre«:ge> by uniformly reducing the crop acreage base of each 
farm. The percentage reductions for the 1986-90 crops of whv3at and feed grains 
range from 0 to 30 percent for wheat and from 0 ^o 20 percent for feed jrains, 
depending upon the amount of carryover stocks (tables 3 and 4). Under an ARP, a 
percentage of each farm's acreage must be devoted to conservation uses. The amount 
is determined by multiplying the number of acres required to be withdrawn by the 
ratio of the number of acres actually planted to the number of acres authorized to 
be planted under the reduction. Malting barley may be exempt from any acreage 
reduction requirements. 

The Secretary may also operate a set-aside program rather than an acreage reduction 
program. If announced, producers must set aside and devote to conserving uses 
acreage equal to a specified percentage of the current year's acrea5e planted for 
harvest to that crop. The Secretary may adjust individual set-asides to correct for 
crop rotation practices and abnormal factors affecting production. If & set-aside 
program is established, the Secretary may also limit the acreage planted to wheat or 
feed grains or both. 

All or part of reduced or set-as id«% acreage may be devoted to certain designated 
crops for harvest, (sweet sorghum, haying and grazing, guar, sesame, safflower, 
sunflower, castor beans, mustard seed, crambe, plantago ovato, flaxseed, triticale, 
rye, or other commoditier) , if the Secretary determines that such production is 
needed to provide adequate supplies, will prob'ibly not increase the cost of 
price-support programs, and will not adversely affect farm income. 

Table l^^mmuf acrso^e redMctlon progrm Table A^mud grain acneaoa reduction protfran 



Allowable reduction 



AIIOMble r«»ducVloa 



Crop 



With carr/over With carryover 
stocks of I billion stocks greater thaii 
bushels or less I billion bushels 



Crop 
year 



With carryover With carryover 

stocks of 2 billion stock* Greater than 
bushels or t#ss 2 billion bushels 



Percent 



Percent 



1966 
1967 
1968-90 



0 - 15 
0-20 
0 20 



1/ 15 - 22 1/2 
^20-27 1/2 
20-30 



1966 
1967-90 



0-12 1/2 
0-12 1/2 



1/ 12 1/2 - 17 1/2 
12 1/2 - 20 



1/ A 2 1/2-percent paid land diversion is also 
required with in-kind paymwjts, if carryover 
stocks exceed I billion busSels* Producers who 
planted their wheat before the announcement of 
the 1966 program are eligible for land diversion 
payments ($2 per bushel) on an additional 10 
percent of their crop base« 



1/ A 2 i/2-percent paid land diversion T% also 
requiredj with in-kind payments, if carryover 
stocks exceed 2 billion bushc/ls^ 
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At the request of State Agricultural Stabilizatioa and Conservation (ASC) 
comittfieSt the Secretary must 9II0W haying and grazing on reduced acreage under 
19G^ programs and grazing only under 1987-90 programs. Haying and grazing are not 
permitted on any diverted wheat and feel grain acreage during a consecutive 5-month 
period established by the State ASC committee. 

The Secretary may also offer producers a paid land ("iversion (PLD) program if such 
payments will assist in obtaining the necessary a^ijustments in total acreage. A 
di/ersion program can be offered whether or not an acreage reduction or set-aside 
program is in effect. Tie diverted cropland (in addition to any reduced or 
set-aside acreage) must be devoted to approved conservation practices. Payment 
amountr m£iy be determined by bids submitted by producers or other such means as the 
Secretary deems appropriate. The total acreage to be diverted in any ^:unty must be 
limited so ab -Ot to adversely efiect the local economy For the 1986 crops of 
wheat apd feed grains » a 2 1/2-percent PLD is required if carryover stocks exceed 1 
billion bushels of irtieat and 2 billion bushels of com; payments will be made 
in-kind. Produce.:s vfho planted )<rheat prior to the announcement of the 1986 programs 
are also eligible for diversion payments of $2 per bushel for an additional 10 
percent of their irtieat base. 

The Secretary ouy .imke inventory redaction payments to producers Who agree to forgo 
obtaining Lo^nz and receiving deficiency payments and who limit the amount of wheat 
and feed grains planted for harvest to the crop acreage base less half of any 
acreage to be diverted by an ARP and PLD. Payments would be made in~kind» subject to 
availability, '"he payment rate and quantity would be the same as those determined 
for loan deficiency payments. 

Any set-aside, reduced, or diverted acreage may be used for wildlife food plots or 
habitats, basecS on standards determined by the Secretary in consultation with 
wildlife agencies. The Secretary may authorize USDA to pay fop part of the cost of 
establishing the plots. USDA may also pay for part of approved soil and water 
conservation practices on set-aside, reduced, or diverted acreage. 

The main differences between these provisions and those in the 1981 Act are the 
acreage reduction percentages and how the crop acreage bases are calculated. Under 
the 1981 Act, the amount of acreage to be taken out of production was left to the 
discretion of the Secretary. Congress later changed that. The Omnibus Budget 
Reconciliation Act of 1982 required a 15-percent ARP and a 5--percent PLD for the 
1983 wheat crop and a 10~percent ARP and 5-percent PLD for the 1983 feed grains 
crop. The diversion payment rates were also set in the legislation at $3 per bushel 
for wheat and $1.50 per bushel for com, but the Secretary could reduce the levels 
by 10 percent if the program's objectives could be met with a lower rate. The PLD 
rates for grain sorghum, oats, and barley were set at rates fair and reasonable in 
relation to com. 

The Agricultural Programs Adjustment Act or 1984 mandated a 20-percent ARP and a 
10-percent PLD for the 1984-85 crops ot wheat. Cash payments for the land diversion 
weLe $2.70 ■ jv bushel. For the 1984 crop only, the Secretary was required to offer 
producers a voluntary PIK diversion program for an additional 10-20 percent of their 
base. The 1984 Act also authorized an ARP of up to lb percent for the 1985 crop of 
feed grains. 

Title X cl.mges the formula by i^ich crop acreage bases are calculated. 
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Cross Compliance 



If an acreage reduction program is in effect for wheat or feed grains, the Secretary 
may require* as a condition of eligibility for loans and purchases, that the acreage 
planted to any other program crop with an ARP in effect be limited to tne acreage 
base for that crop. Discretionary cross compliance is a provision of P.L. 99-253 
(app. 2). If a set-aside is in effect, compliance with other commodity programs may 
be a condition of eligibility for loans, purchases, or payments. 

Wheat Marketing Quotas 

Tie Secretary is required to conduct a nonbin ing poll (by mail ballot) of eligible 
wheat produc^^'^s by July 1, 1986, to determine whether they favor mandatory 
production ximits. To be eligible to vote, farmers must have produced at least one 
crop of wheat during 1981-85 on a wheat acreage base of at least 40 acres. 

The Secretary ir^y set national marketing quotas for the 1987-90 crops of wheat. If 
quotas are announced, a referendum must be held by August 1, 1986, to determine 
whether farmers (who have produced at least one crop of wheat during 1981-85) favor 
quotas or not. If 60 percent of those voting favor quotas, the Secretary must 
proclaim quotas for the 1987-90 wheat crops. Each farm's marketing quota would then 
be determined by multiplying the farm's average production during 1981-85, adjusted 
for acreage reduc*'ion programs, by the ratio of the national quota to U.S. 
produc^.ion during x931-85, adjusted for ARPs and natural disasters. 

If marketing quotas are in effect, the target price woulct be established at not 
less than $4.65 per bushel or the national average cost of production per bushel, 
whichever is higher. The loan rate would be set at $3.55 per bushel, or 75 percent 
of the national average cost of production, whichever is higher. The cost of 
production, as determined by the Secretary, must reflect variable expenses, general 
farm overhead, taxes, insurance, intereuw, and capital replacement costs, but 
exclude residual returns for management and risk 

Other Provisions 

The 1985 Act al?j includes the following provisions for wheat and feed grains. 
Price Support i^or Com Silage 

During crop years 1986-90, the Secretary may make loans and purchases available 
to producers who cut, purchase, or exchange com for silage an<^ agree to participate 
in an acreage reduction or set-aside program. The Agricultural Programs Adjustment 
Act of 1984 contained similar provisions for crop years 1984-85. 

Export Certificates for Wheat and Feed Grains 

Title X contains provisions for two optional export certificate programs for wheat 
and feed grains. 

Cora Marketing Year 

Title X changes the marketing year for com from October l-Septemoer 30 to September 
1-August 31. 
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1986 Prosranifl 



On January 13, 1986, the Secretary announced the target prices, loan rates, and 
acreage reductions applicable to the 1986 crops of wheat and feed grains. Target 
prices will be held at 19!35 levels: $2.60 per bushel for barley, $3.03 for com, 
$2.88 for grain sorghum, $1.60 for oats, and $4.38 for wheat. Loan rates for 198^ 
were set at $1.56 per bushel for barley, $1.92 for com, $1.82 for grain sorghum, 
$0.99 for oats, $1.63 for rye, and $2.40 for wheat. The Secretary reduced the wheat 
and com loan rates the full 20 percent from the basic levels. The feed grain 
target prices and loan rates are based on the feed value of barley, grain sorghum, 
cats, and rye compared with com; the values are 81.5, 95, 51, and 85 percent, 
respectively. The required acreage reductions for 1986 are 25 percent for wheat and 
20 percent for feed grains. The 2 1/2-percent paid land diversions for wheat and 
feed grains required by the 1985 Act are Included in the reductions. Winter wheat 
producers who limit the acreage i.i.anted for harvest to 65 percent of their wheat 
base may be eligible to receive diversion payments on 10 percent of the wheat 
acreage base. 



On January 29, 1986, the Secretary announced that producers may request 100 percent 
of their diversion payments and 40 percent of their projected deficiency payments 
when they sign up for the program. Payment rates for the 2 1/2-percent PIK paid 
land diversion will be $0.57 per bushel for barley, $0.73 for com, $0.65 for grain 
sorghum, $0.36 for cats, and $J .10 for wheat. The cash payment rate for the 
additional diversion for winter wheat Is $2 per bushel. Pi-)ducers who have 
price-support loans— regular, special, or fanner-owned reserve— on any commodity on 
the dpy the advance payment is requested must make that loan collateral available to 
satisfy their PIK obligation. Producers who do not have commodities under loan, or 
producers whose commodities under loan are insufficient to meet their PIK 
entitlements, will be Issued negotiable certificates In the net remaining monetary 
amount due them. 



TITLB V: COTTOM 

The 1985 Act continues the cotton programs through crop year 1990, with some 
significant additions aimed at making cotton more competitive In world markets. 
Marketing leans— with two different repayment plans— and marketing certificates paid 
to first handlers of Upland cotton are required when the world market price is below 
khe loan rate. 

Target Prices and Price-Support Loans 

The minimum target price for Upland cotton decreases from $0.81 per pound for the 
1986 crop to $0,729 '^>er pound for the 1990 crop (table 5). The 1981 Act, in 
comparison, set minimum target prices for Upland cotton that increased from 71 cents 
per pound to $0.86 per pound for the 1982-85 crops (app. 1). The Agricultural 
Programs Adjustment Act of l<toH, however, eliminated the Ircrease for 1985 and the 
target price remained at the 1984 level of 81 cents per pound. 

Nonrecourse loans will be available for the 1906-90 cropu of Upland cotton. The 
minimum 1986 loan rate will be at least $0.55 per pound. The loan levels for the 
1987-90 crops will again be determined by using the ♦'ormula In the 1981 Act: 

o 85 percent of the average spot market price for Strict Low Middling 1 1/16-lnch 
(SLM 1 1/16") Upland cotton (mlcronalre 3.5-4.9) ct average U.S. location 
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TdlU ^—\)p\md otton pnvm l«v*lt. crop yMrs 1966-90 



1966 



IS87 1968 1969 1990 



Owits PT pound 



li "iJ "i^ "i' 



Loan r«t» 



n$H\mm acrMga r^auction 25 25 25 25 

1/ imMfor^ fofwia tttat will U us#J to <fat>ni>in< th> loan rat> for crop years I9e7^w. 

during 3 years of the 5-year period (excluding the years with highest and 
lowest prices) ending July 31 in the year in which loan level is announced, or 

o 90 percent of the average adjusted price of the five lowest priced growths 
quoted for Middling 1 3/32-inch cotton, c.i.f. (cost, insurance, freight) 
Horthem Europe for the 15-week period beginning July 1 of the year in which 
♦he loan level is announced, Whichever is lower. 

The loan rate cannot be reduced by more than 5 percent from the preceding year's 
rate and in no event less than $0.50 per pound. The minimum in the 1981 Act was 
$0.55. 

If the avetrage Northern Europe price is less than the average U.S. spot market pri'ie 
for any crup, the Secretary may increase the loan level to no more than the average 
U.S. spot market price. The Secretary roust determine and announce the loan level 
for any Upland cotton crop no later than November 1 of the calendar year preceding 
the marketing year for Which the loan applies. 

As in the 1981 Act. Upland cotton loans will mature 10 months from the firsc day of 
the month in which the loan is made. Durin^; the I'^th month of the loan period, 
producers may extend their loan for an additional 8 months. Requests to extend the 
loan period will not be approved, however, when the average spot market price of SLM 
1 1/16" r-otton in the preceding month exceeds 130 percent of the average spot price 
for the preceding 36-month period. 

Loan Repayment 

If the world market price for Upland cotton (adjusted to U.S. quality and location) 
is below the loan level, the Secretary mi "^t implement a loan repayment plan 
(marketing loan) to make U.S. cotton more competitive in world markets. The 
Secretary may implement either of two plans. 

o Under Plan A. producers may repay their loans at a level announced at the same 
time the loan rate is announced. The repay..ient level cannot be less than 80 
percent of the loan rate and, o^^ce announced, cannot be changed. 

o Under Plan B, producers may repay their loan at the prevailing world market 
price for Upland cotton (adjusted to U.S. quality and location) or the loan 
level. Whichever is lower. For the 1987-90 crops, if the world market price is 
less than 80 percent of the loan level, producers may repay their loan at a 
rate (not more than 80 percent) that the Secretary estimates will minimize loan 
forfeitures, accuimjlation of stocks, cn*^ Government storage costs and that will 
allow free marketing of cotton in domestic and intematioral markets. 
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The Secrecsry inay offer Upland cotton producers loan deficiency payments. Producers 
eligible to obtain loans must agree not to receive then. As with wheat and feed 
grains, payments are determined by multiplying the loan payment rate (loan level 
minus repayment level) by the amount of cotton eligible for the loan. As much ^is 
half of the payment may be made in negotiable marketing certificates. 

Marketing Certificateg 

The CCC must issue negotiable marketing certificates to first handlers of cotton 
(individuals or businesses who regularly buy or sell Upland cotton) who have entered 
into agreements with the CCC to participate in the certificate program if either 
plan A or plan B fails to make U.S. Upland cotton fully competitive in world markets 
and the world market price (adjusted to U.S. quality an(t location) is below the loan 
repayment rate. The value of the certificates is based on the difference between 
the loan repayment rate and the world market price. Handlers may redeem the 
certificates for cash, CCC~owned cotton, or other commodities. Certificate owners, 
to the extent practicable, can designate the storage facility ard commodities they 
wish to recaive. If a handler does not present a certificate to the CCC for 
redemption within a reasonable number of days after issuance, as determined by the 
Secretary, the CCC will deduct reasonable storage costs anO other carrying charges 
from the value of the certificate. Any price restrictions on the disposition of CCC 
commodities do not apply to the redemption of certificates. Certificates are 
transferable as approved by the Secretary. Further, the Secretary must ensure that 
certificate commodities will not adversely affect income of producers. Payments 
must be made in the form of marketing certificates as necessary to ri\ake new cotton 
in inventory on August 1, 1986, available at competitive prices. 

For both the marketing loan and the market certificates, the Secretary must issue a 
formula defining the world market price and a mechanism for periodic announcement of 
such price. 

National Program Acreage 

As under the 1981 Act, the 1985 Act establishes the NPA for Upland cotton at the 
nu.ttber of harvested acres needed (based on the weighted national average of the farm 
program payment yields) to meet domestic and eJCport needs, less imports, plus any 
desired increase or decrease in carryover stocks. The Secretary must announce the 
NPA for Upland cotton no later than November 1 of the pr:jceding calendar year, and 
the NPA must be at least 10 million acres. The program allocation factor for Upland 
cotton is again computed by dividing the NPA by the number of acres the Secretary 
estimates will be harvested. The allocation factor may not exceed 100 percent. 
Whenever an acreage reduction program (ARP) is in effect, the NPA and allocation 
factor need not be calculated. 

Farm Program Acreage 

A farm's individual program acreage for Upland cotton is determined, as in the 1981 
Act, by multiplying the allocation factor times the acreage planted to Upland cotton 
on the farm. The individual farm program acreage with an ARP in effect is the 
acreage or the farm planted to cotton for harvest within the permitted acreage. The 
permif^ed acreage is the crop acreage base for Upland cotton less the percentage 
reduction required by the ARP. 

As with wheat and feed grains, if producers plant at least 50 and less than 92 
percent of their permitted cotton acres and devote the rest to nonprogram crops (any 
agricultu.-al commodity other than wheat, feed grains. Upland cotton, ELS cotton. 
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rice, or soybeans), the individual farm program acreage is set at 92 percent of the 
permitted acreage for the purpose of calculating deficiency payments. Any acreage 
considered planted may not be used as conserving acreage in any ARP or PLD. 

Title X establishes the formulas by which crop acreage bases and farm program 
payment yields are calculated under a new acreage base and program yield system for 
wheat, feed grains. Upland cotton, and rice. 

Deficiency Payments 

USDA will a^ain m**.:e deficiency payments to participating Upland cotton producers if 
the national average market price received by farmers is below the target price 
during the calendar year which include? the first 5 months of *^he marketing year. 
The payment rate is the difference between the target price ana the national average 
price or the loan rate, whichever is higher. The quantity on which payments are 
made is determined by multiplying the individual farm program acreage by the farm 
program payment yield. Up to 5 percent of these payments may be made as a 
payment-in-kind (PIK) . The total quantity on which deficiency payments are made 
will be reduced by the amount on which any disaster pp'rment is made. 

Disaster Payments 

The disaster provisions for Upland cotton are the same as those for wheat and feed 
grains . ( See page 9 . ) 

Acreage Reduction 

The 1985 Act continues the Secretary's autb'^rity to implement acreage reduction and 
land diversion programs. The Secretary must operate any acreage redaction program 
to result in carryover stocks of 4 million bales of Upland cotton to the extent 
practicable. Figure 4 shows the areas where Upland cotton is produced in the Vnited 
States. The amount of acreage placed in the conservation reserve must be considered 
when determining the need for any acreage reduction. The Secretary must announce an 
ARP by November 1 of the calendar year preceding the year in *rhich the crop is 
harvested. The acreage limit is determined by reducing the crop acreage base of 
each farm by a uniform percentage, not to exceed 25 percent. 

When an ARP is in effect, a certain percentage cf each farm must be devoted to 
conserving uses. The amount is determined in the same manner as for wheat and feed 
grains, as with those programs, the Secretary may allow all or part of the reduced 
acreage to be devoted to certain designated nonprogram crops if such production is 
needed to provide adequate supplies, will nit increase the cost of price-support 
programs, and will not adversely affect farfli income. 

The provision for haying and grazing on reduced acreage is the same as for the Wheat 
and feed grain programs. 

As under tne 1981 Act, the Secretary may offer producers a paid land diversion (PLD) 
if such payments will help adjust the total national acreage to desire'* lavels. 
Payments may be made whether or not an ARP for Upland cotton is in effects .The 
Secretary may determine amounts payable through the submission of bids or other 
means, as appropriate. The Secretary must limit the total acreage to be diverte<< '.n 
any county so as not to adversely affect the local economy. Diverted land must be 
devoted to cc iservation uses. Reduced or diverted acreage may again be used for 
wildlife rood plots or habitats and the Secretary may authorize USDA tr pay for part 
of the cost. 



ERIC 



18 31 



Figure 4 

Harvested Acres of Cotton, by County, 1982 




Invertory reduction payments may be made to producers who agree to for^o obtaining 
loans and receiving deficiency payments and who do not plant Upland cotton for 
harvest in excess of the crop acreage base less half of any acreage required to be 
diverted from production under an ARP and FID. Payments would be made in-kind, 
subject to availability. The payraent rate and quantity would be the same as that 
determined for loan deficiency payments. 

The 1981 Act gave the Secretary the discretion to set ARP and PLD levels with no 
restrictions. Congress ater intervened #rith the Agricultural Programs Adjustment 
Act of 1984 for the 1985 crop of Upland cotton. If stocks in the United States on 
July 31, 1985, exceeded 3.7 million bales, the Secretary had to implement a PLD of 
at least 5 percent and was authorized to use an ARP of up to 20 percent. The 
payme: t rate for the PLD depended on carryover stocks oa July 31, 1985 — 27.5 cents 
per pound if stocks were above the trigger level of 3.7 million bales, 30 cents per 
pound if stocks exceeded 4.1 million bales, and 35 cents per pound if stocks 
exceeded 4.7 million bales. The 1985 Act, on the other hand, limits the acreage 
reduced under an ARP to 25 percent and targets carryover stocks at % million bales. 

Cross and Offsetting Comvliance 

Ttie Secretary may require, as a condition of eligibility for Upland cotton loans and 
payments, that the acreage planted to any other program crop with an ARP in effect 
be limited to the acreage base for that crop. Also, USDA may not require a producer 
to cotnply with the program on one farm to be eligible for loans and payments on 
another . 

Extra Long Staple Cotton 

The Extra Long Staple Cotton Act of 1983 deleted the marketing quota and allotment 
provisions for extra long staple (ELS) cotton from permanent law and replaced it 
with program provisions similar to those for Upland cotton. Beginning with the 1984 
crop, nonrecourse loans are available for a 10-month period with a possible 8-month 
extension. The 1983 Act sets target prices at 120 percent of the loan level. USDA 
makes deficiency payments to producers whenever the average market price received by 
producers is below the target price. The payment ratu is the difference between the 
target price and the average market price during the first 8 months of the marketing 
year or the .loan r *te, whichever is higher. 

The quantity of ELS cotton eligible for deficiency payments is determined by 
multiplying the farm program payment yield by the acreage planted to ELS cotton for 
harvest. ARP's and PLD's are authorized. Crop acreage bases and farm program 
payment yields are based on the average planted acreage and the actual yields during 
the preceding 3 years, adjusted for natural disasters. 

The 1985 Act changes the calculation of the loan rates for crop years 1986-90. Tne 
loan rate formula is 85 percent of the average market price received by producers 
during 3 years of the 5-year period (excluding the years with the highest and lowest 
prices) ending July 31 in the year in which the loan level is announced. The 
announcement date for the loan is also changed from November 1 to December 1. Under 
the 1983 Act, the loan rate was set ac not less than 150 percent of the Upland 
cotton loan level . 

Other Provisions 

The 1985 Act also contains the following additional provisions affecting cotton. 
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special World Iinport Quota 



Th3 1985 Act (like the 1981 Act) provides for a special limited global import quota 
for Upland cotton. The quota amount equals a 21~day domestic mill supply of cotton 
and will be opened up for any month iv which the average spot market price of SLM 1 
1/16" cotton exceeds 130 percent of the average spot market price for that quality 
for the preceding 36-month period. A 90-day period from the effective beginning day 
of the quota will be allowed for cotton entering the United States under the quota. 

CCC Sales Price Restriction 

The CCC minimum sales price cannot be If ss than 115 percent of the loan rate in 
effect for SLM 1 1/16" Upland cotton, with adjustments for grade, quality, location, 
and other factors the Secretary deems appropriate, plus carrying charges. If the 
marketing loan provisions are in effect, the sales pric^ miniir is 115 per ent of 
the average repayment rate. 

Skip-row Planting 

The 1985 Act cont^nu^s skip-row rules for classifying acreage to Upland cotton and 
the area skipped. 

1986 Programe 

USDA announced a target price of $1.0248 per pound and a loan rate of $0,854 per 
pound for the 1986 crop of ELS cotton on December 31, 1985. A 25-percent ARP was 
also announced for Upland cotton on January 13, 1986, and a 10~percent ARP was 
announced for ELS cotton on February 12. Also :>n February 12, the Secretary 
announced a target price of $0.81 per pound for Upland cotton. Advanced deficiency 
payments (30 percent of the projected total deficiency payments) will be made in 
cash during the signup period (March 6-April 11) to producers who request them. The 
proposed formula for -^otermining the world price, adjusted to U.S. quality and 
location, will be pu'illshed at a later date. The loan rate and repayment rate may 
not be announced until after the world price is determined and announced. If the 
adjusted world price is determined to be below the loan rate, USDA will implement 
Plan A. Loan deficiency payments will be paid to eligible producers Who agree to 
forgo obtaining loans at a rate equal to the difference between the loan rate and 
the repayment rate. 



TITLE VI: RICE 

Income support, through target prices and deficiency payments, and price support, 
through loans and purchases, are again available to rice producers. New provisions 
in the 1985 Act, marketing loans and marketing certificates, are aimed at making 
rice more competitive in world markets. 

Target Prices and Price-Support Loans 

The 1985 Act establishes minimum target prices that decrease from $11.90 per cwt for 
1986 to $10.71 per cwt for 1990 (table 6). The 1981 Act established minimum target 
prices that increased from $10.85 per cwt for 1982 to $12.40 per cwt for 1985; the 
Agricultural Programs Adjustment Act of 1984 lowered the 1985 level to $11.90 per 
cwt (app. 1). 
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The 1986 loan level is $7.20 per cwt. For the 1987-90 crops, the 1985 Act sets the 
minimum rates at 85 percent of the simple average of the season prices received by 
producers duiing the preceding 5 marketing years, dropping the years with i;he 
highest and lowest prices, but no more th«n 5 percent below the previous y^.ar's rate 
and not lower than $6.50 per cwt. The rate must be announced by January 31 (March 1 
under the 1981 Act) of the calendar year in which the crop is harvested. The 1985 
Act limits the loan term to 9 months beginning with the month after the application 
is made. 

Under the 1981 Act, loan rates were adjusted proportionally to changes in the target 
prices. For example, if the target price increased from 1 year to thj next, loan 
rates would increase by the saiue anount. The Secretary could reduce the loan level 
to encourage exports, but not lower than $8 per cwt. 

Loan Repayment 

The Secretary must offer producers marketing loans for their 1986-90 crops. 
Producers m^y repay their loans at the prevailing world market price, as determined 
by the Secretary, or 50 percent of the loan rate for 1986-87 crops, 60 percent of 
the loan rate for the 1988 crop, and 70 percent of the loan rate for the 1989-90 
crops, whichever is higher. In no case may the loan be repaid at a rate higher than 
the announced loan level. 

As a condition of repaying the loan at a lower level, the Secretary may require 
prouucers to purchase negotiable marketing certificates, redeemable for CCC-owned 
rice, for up to half the difference between the loan level and the repayment rate. 
If rice is no*" available in the State or at a location outside the State acceptable 
to the producer, the producer may redeem the certificates for cash. Prciucers, to 
the extent practicable, can designate the storage facility where they wish to 
exchange their certificates. 

As with wheat, feed grains, and Upland cotton, the Secretary may offer loan 
deficiency payments. Producers eligible for loans would receive these payments in 
return for agreeing not to take out a loan. The payment rate is the difference 
between the loan level and the repayment rate. At least half of the payment must be 
made in marketing certificates. The Secretary must issue a formula for defining the 
world market price and a mechanism for periodic announcement of such price. 

Marko^ing Loan for the 1985 Crop 

Beginning April 15, 1986, producers of the 1985 rice crop may be eligible for 
marketing loans or loan deficiency paymentcj. If producers have oatstr*nding loans on 
April 15, 1986, they can repay the loans at the world market price, as determined by 
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the Secretary. Producers may be required to purchase marketing certificates for up 
to the full difference between the 1985 loan rate and the repayment level, 
redeemable for CCC-owned rice. 



If producers have not sold their rice on April 15. they can receive loan deficiency 
payments, regardless of their eligibility for loans. The payment will be computed 
by multiplying the difference between the 1985 loan rate and the repayment level by 
the quantity of rice unsold or undelivered under a sales contract. All or part of 
the payment may be made in marketing certificates. 

Neither the gain realized from the marketing loan nor the loan deficiency payments 
are subject to the $50,000 payment limitation. 

Marketing Certificates 

The CCC must issue negotiable marketing certificates to persons who have entered 
into agreements with the CCC to participate in the certificate program whenever the 
world price for a class of rice (adjusted to U.S. qualities and location) falls 
below the loan repayment rate for that class of rice. The value of each certificate 
is the difference between the repayment rate and the prevailing world market price 
for that class of rice. The certificates may be redeemed for cash, rice, or other 
commodities owned by the JCC. To the extent practicable, certificate owners may 
designate the storage facility and commodities they wish to receive. Certificates 
are transferable to persons approved by the Secretary. Any ice restrictions on 
the disposition of CCC commodities do not apply to the redemption of certificates. 
The CCC may deduct reasonable storage costs and other carrying charges from the 
value of the cert-ficates if they are not redeemed within a reasonable number of 
days after issuance, as determined by the Secretary. The Secretary must ensure that 
certificate commodities do not adversely affect income of producers. 

National Program Acraaga 

The Secretary must announce an NPA for rice by January 31, except for those years 
when an ARP is in effect. The NPA for rice represents the number of harvested acres 
needed (based on the weighted national average of the farm program payment yields) 
to meet domestic and export needr, less imports. This acreage may be adjusted for 
any desired increase or decrease in carryover stocks. The program allocation factor 
for rice— between 80-100 percent— is again determined by dividing the national rice 
program acreage by the number of harvested acres, as estimated by the Secretary. 
The allocation factor is not needed when an ARP is in effect. 

Farm Program Acreage 

A farm's individual program acreage is the product of the allocation factor and the 
acreage planted to rice for harvest on the farm. However, if an ARP is in effect, 
the individual farm program acreage is the acreage planted on the farm for harvest 
within the permitted acreage (the crop acreage base less the percentage reduction 
specified by the ARP) . If producers plant at least 50 and less than 92 percent of 
their permitted acreage to rice and devote the rest to conserving uses or nonprogram 
crops (any agricultural commodity other than wheat, feed grains. Upland cotton, ELS 
cotton, rice, or soybeans), then the individual farm program acreage is equal to 92 
percent of the permitted acreage for the purposes of calculating deficiency 
payments. Any acreage considered planted under this provision cannot be used as 
crnserving acreage in any ARP or PLD. 
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Title X establishes the formulas by which crop acreage bases and farm program 
payment yields are calculated under a new acreage base and program yield system for 
wheat* feed grains, Upland cotton, and rir^. 

Deficiency Payments 

USDA will mal:e deficiency payments to participating rice producers if the national 
average price received by farmers for rice during the first 5 months of the 
marketing year is below the target price. The payment rate is again the difference 
between the target price and either the national average price or the loan level, 
whichever is higher. The total deficiency payment is the payment rate times the 
farm program acreage fcr rice times the farm program payment yield established for 
the farm. Up to 5 percent of these payments may be made as a payment- in-kind (PIK). 
The total quanti*^" of rice on %rtiich payments will be made to a producer in any crop 
year will be re .ced by the quantity of rice on which any disaster payment is made. 

Disaster PayiMmts 

The disaster provisions iir rice are the same as those for wheat and feed grains. 
(See page 9.) 

Acreage Reduction 

The 1985 Act continues the authority of the Secretary to implement acreage reduction 
programs (ARP) and paid land diversions (PLD) . To the maximum extent practicable, 
any ARP must be operated in a manner that will result in carryover stocks of 30 
million c%#t of rice. When determining the need for an ARP, the Secretary must 
consider the number of acres placed in the conservation reserve- The Secretary must 
announce an ARP by January 31 of the calendar year in which the rice is harvested. 
The acreage limit is determined by applying a uniform percentage reduction (not to 
exceed 35 percent) to the rice acreage base for each farm. Figure 5 shows the areas 
of ric3 production in the United States. 

A percentage of the acreage on each farm must be devoted to conserving uses when an 
ARP is in effect. However, as under the wheat and feed grain programs, the 
Secretary may permit all or part of the reduced acreage to be devoted to certain 
designated crops for harvest if such production is needed to provide adequate 
supplies, will not increase the cost of the price-support programs, and will not 
adversely affect farm income. 

The provisions for haying and grazing on reduced acreage are the same as those for 
%/heat and feed grains. 

The Secretary may also offer a PLD to producers if such payments will assist in 
obtaining the necessary adjustments in total acreage. A diversion program way be 
offered whether or not an ARP is in effect. Diverted cropland (in addition to any 
reduced acreage under an ARP) must be devoted to approved conservation practices. 
Payments to producers under this program may be determined by the submission of bids 
or other such means as the Secretary deems appropriate. Tlie Secretary must limit 
the cotal acreage to be diverted in any county so as not to adversely affect the 
local economy. Reduced or diverted acreage may be used for wildlife food plots or 
habitats, and the Secretary may authorize USDA to pay a part of the cost for such 
efforts. 

Inventory reduction payments may be made to producers %rtio agree to forgo obtaining 
loans and receiving deficiency payments and Who limit the rice planted for harvest 
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Figur* 5 

Harvested Acres of Rice, by County, 1982 





Less than 10.000 
10.000-49.999 
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U.S. Total: 3.213.559 acres 
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to the crop acreage base less half of any acreage diverted unde^ an ARP and PLD. 
Payments- in-kind will be inade» "ubject to availability. The value of these 
pajTuents. like the loan deficiency payments, are deten»uned by multiplying the 
payment rate (loan level minus the lean repayment rate) by the eligible quantify of 
rice. 

The 1981 Act allowed the Secretary to operate acreage reduction and land diversion 
programs with no restrictions. The Omnibus Budget Reconciliation Act of 1982, 
however, mandated a 15-percent ARP and a 5-percent PLD for the 1^83 crop. The 1982 
Act set the minimum diversion payment at $3 per cwt but allowed a 10-percent 
reduction if the program objectives co^ild be met with a lower level. The 
Agricultural Programs Adjustment Act of 1984 later set acreage reductions for the 
1985 rice crop. If U.S. stocks exceeded 25 million cwt on July 31, 1985, an ARP of 
20 percent and a PLD of at least 5 percent were required. As with the 1985 Upland 
cotton program, the diversion payment rate depended on the amount of carryover 
stocks on July 31, 1985— $2.70 per cwt if stocks were above the trigger level of 25 
million cwt, $3.25 per cwt if stocks exceeded ^^^5 million cvt, and $3.50 por ^wt if 
stocks exceeded 42 million cwt. The new features of the 1985 Act (as compare^ with 
the 1981 Act) are the 35-pprcent limit on taduced acreage and the 30-million-cwt 
target for carryover stacks. 

Grots and Offsetting Coiq)liancs 

As a con' *t ion of eligibility for rice loans, purchases, and payments, the Secretary 
may lim* ^ the planted acreage of any other program crop with an ARP in effect to the 
acreage; base for that crop. Also, a producer cannot be required to comply with the 
program on one farm to be eligible for the rice program on another. 

1986 Programs 

On January 13, 1986, the Secretary announced a 35-percent acreage reduction program 
for the 1986 crop of rice, and on Jan.t^ry 29 announced the 1986 national average 
loan rate for rice at $7.20 per cwt and the target price for 1986 at $11.90 per cwt. 

On March 4, USDA announced that producers may request a cash advance deficiency 
payment of 30 percent of the projected total deficiency payment durinr; the signup 
period (March 6-April 11). A proposed formula Tor determining the prevailing world 
market price for rice and a mechanism to periodically announce this price will be 
published at a later date. Price-support loans for the 1986 crop will have a term 
of 9 roonthiS beginning after the month in Which the application for the loan is 
made. Loans may be repaid at any time during the term of the loan at 50 percent of 
the loan level or the prevailing world market price for rice at the time repayment 
Is made, whichever is higher. Producers will not be offered the option of pur- 
chasing marketing certificates as a condition of repaying a loan at a reduced rate. 

TITLE VII: PBANUTS 

The 1985 Act continues the two-tier price-support program for quota peanuts and 
additional peanuts through 1990, with minor changes. The Secretary may provide 
disaster payments for the 1985-90 crops of peanuts. 

National and Pan Poundage Quotas 

The Secretary must establish a national poundage quota for each marketing year 
1986-90 at a level for domestic edible, seed, and related uses, but in no case below 
1.1 million tons (the 1985 quota). The national quota level must be announced by 
December 15 preceding the marketing year. The nationrl poundage quota muot be 
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apportlonetf among States based on their 1035 allocations. Under the 1981 Act, the 
national poundage quota was specified for each marketing year, beginning with 1.2 
million tons in 1982 and decreasing to 1.1 million tons in 1985 (app. i>. 

A farm poundage quota will be established for each farm that had a poundage quota in 
1985. If the national quota is increased in subsequent years, a farm poundage quota 
will be established for each farm which l.roduced and marketed peanuts in at least 2 
of the 3 preceding crop years. Any increases in a State's quota must be allocated 
equally among farms that had a poundage quota in the preceding mar'teting year and 
farms without a pour^.age quota that produced and marketed peanuts in at least 2 of 
the 3 preceding crop years. Any decreases in a State's qu'ta must be allocated 
ainonii farms that had a quota ii. the preceding marketing year. 

The poundage quota for zii individual fann must be reduced by the amount of the quota 
that tres n')t produced, or considered produced, during any 2 of the 3 preceding 
marketing years. All or part of a farm quota may be permanently released by the 
owners. The total amount of these reductions and releases must be allocated to 
other farms in the State that produced peanuts in any 2 of 3 preceding crop years. 
At least 25 percent must be allocated to farms that did not have a poundage quota in 
the preceding year. 

Producers may voluntarily release poundage quotas to the Secretary for 1 marketing 
year with no effect on subsequent years' quotas. Farm poundage quotas may be 
adjusted for undermarketing of quota peanuts during previous years. Thei.e 
adjustments will not affect the national poundage quota, but they cannot exceed 10 
percent of the national poundage quota in any year. 

Farm Yield 

A farm yield of peanuts will be established for each fanu equal to the average of 
the actual yield per acre for the 3 crop years in which yields were the highest 
during crop years 1973-77. If peanuts were not produced on the farm in any 3 years 
during the period or if there was a substantial change in the operation durin't the 
period (including a change in t.ie operator or irrigation practices), a y^.wld will be 
appraised for the farm based on yields for similar farms in the area. 

Quota p«anuts 

'^Lf"^ marketing year, quota peanuts are once again those eligible for domestic 
edible use, as determined by the Secretary, that are marketed or considered marketed 
from a farm and that do not exceed the farm poundage quota. "Domestic edible use" 
means use for milling to produce domestic food peanuts, seed, and use on the farm. 
Mot included are seeds that are unique strains, as determined by the Secretary, and 
not commercially available. 

Additional P«anuti 

"Additional peanuts" is again defined as those peanuts sold from a farm in any 
marketing vear in excess of the amount of quota neanuts sold from that farm. 
Additional peanuts are also those marketed from a farm on which no farm poundage 
quota has been established. 

P«anut Referendum 

The Sfc-.r**--./ ^nust conduct a referendum of peanut farmers involved in the production 
of quota peanuts by December 15 in order to determine whether such farmers support 
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or oppose poundage quotas. If two- thirds of the fanners voting fa^^or a poundage 
quota, then no furtner referenda need be held during the upcoming 5-year period. 
Conversely » if more than one-third of the farmers vote against a poundage quota, 
then there will be no quota or price support in effect for the crop produced in the 
next calendar year. Howe'^er, a referendum mu? be held for the following crop by 
December 15 and results announced within 30 days after completion. 

Sale, Lease, or Transfer of Farm Poundage Quota 

Owners or operators (with the permission of the owner) may sell ot lease farm 
poundage quotas within a county. An operator's quota may be transferred to another 
farm controlled by the operator that is either within the same county or in a 
contiguous county in the same State, providing the farm had a poundage quota in the 
preceding crop year. If a State's quota was less than 10,000 tons for the preceding 
crop, then farm poundage quotas may be sold, leased, or transferred anywhere in the 
State. Ho rale, lease, or transfer may be made from a farm subject to a lien unless 
all claimants agree. Also, the county committee must determine that the farm 
receiving che farm poundage quota has sufficient tillable cropland to produce the 
quota. 

Marketing Penalties 

The penalty for marketing peanuts for domestic edible use in excess of the farm 
poundaf^ ''uota is 140 percent of the loan level for quota peanuts. As under the 
1981 Act, iditional peanuts may be purchased from grcwers solely for the purpose of 
crushing or export. A handler Who fails to comply wiU: regulations relating to the 
disposition and handling of additional peanuts will also be subject to a penalty of 
140 percent of the quota loan rate times the quantity of peanuts involved; the 
handler penalty under the 1981 Act was 120 percent of the quota loan l^vel. 

CCC Resale Price 

Any peanuts owned or controlled by the CCC may be available for domestic use, in 
accordance with regulations issued by the Secretary, if doing so does not 
substantially increase costs to the CCC. Additional peanuts received under loan can 
be sold for domestic edible use. The price must cover all Government costs and 
cannot be less than 100 percent of the quota loan rate if sold and paid for during 
the harvest season (with written consent of the producer), 105 percent of the quota 
loan rate if sold before December 31 of the marketing year, and 107 percent of the 
quota loan rate if sold after December 31. 

Price Support 

The national average support rate for the 1986 crop of quota peanuts must be set at 
the 1985 rate, adjusted for increases in an index of commodity and service prices, 
interest, taxes, and wages paid ^y producers during calendar years 1981-85. The 
support rate for the 1987-90 crops of quota peanuts will be the rate for the 
previous crop, adjusted to reflect any increases in the cost of production 
(excluding any change in the cost of land) during the previous calendar year. The 
support rate cannot be increased by more than 6 percent from thj previous year, 
however. 

Additional peanuts will again be supported at levels the Secretary determines 
appropriate, taking into consideration thp demand for peanut oil and meal, prices of 
other vegetable oils arl protein meals, and the demand for peanuts in foreign 
marketr. The rate must ensure no losses to tha CCC. The support rate for *^oth 
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quota and additional pesnuts ntust be announced by February 15. Loan rates for the 
1982-85 crops of peanuts are listed in appendix 1. 



Ditatt^r Pfcymantt 

Disaster payment provisions for the 1985-90 peanut crops are contained in title X. 

1986 Programs 

Op January 8, the Secretary announced a national poundage quota of 1,355,500 short 
tons for the 1986 crop of peanuts, up 255,500 short tons from the 1985 level. On 
February 14, the Secretary announced a national average support level for 1986 quota 
peanuts of $607.47 per short ton, up $48.47 from the 1985 level. The 1986 crop of 
additional peanuts will be sup, >rted at $149.75 per short ton, up $1.75 from the 
1985 level. 

TITLE VIII: SOYBEANS 

The soybean loan program is continued, with the added options of mat "iting loans and 
disaster payments. 

Prica-Suppcrt Loans 

Title VIII requires the Secretary to support the prico of soybeans through loans and 
purchases for the 1986-90 crops. The support price for 1986-8/ is set at the 1985 
level of $5.02 per bushel. For the 1988-00 crops, the support level will be '"^ 
percent of the simple average of the season prices received by farmsrp during che 5 
preceding marketing years, excluding the years ^*i1:h the high and low prices. The 
support level, however, cannot be reduced by mrr- than 5 percent in any year and in 
no event below $4.50 per bushel. The minimum ^ate Mnder the 1981 Act was $5.02 per 
bushel (app. 1). 

If the loan level, as computed above, w uld discourage exports and cause excessive 
U.S. stocks of soybeans, the Secretary may reduce the rate by the amount necessary 
to maintain domestic and export marl ,ts, but no more than 5 percent a year or below 
$4.50 per bushel. Such a reduction cannot be used to determine subsequent years* 
loan rates. The 1981 Act gave the Secretary t^e d5.scretion to reduce loan rates up 
to 10 percent if the average price received by farmers was not more than 105 percent 
of the loan level in any marketing vear, but no lower than $4.50 per bushel. 

Preliminary announcement of the pr>,e-support level must be made after August 1, 
while the final rate must be announced no later than October 1 and may not be less 
than the preliminary level. Acreage reductions in soybeans or other program crops 
may not be required as a condition of eligibility for price support. Soybeans for 
harvest may not bo planted on acreage reduced, set aside, or diverted crom 
production un-lcr any Federal program. Soybeans are not eligible for storage 
payments or any reserve program. 

Loan Repaymdnt 

The Secretary may offer producers a marketing loan if such action would help 
soybeans remain competitive in domestic and export markets. Producers would repay 
the loan at the loan level or the prevailing world market price, whichever is 
lower. If a marketing loan program is used, the Secretary must issue a f^mula 
definins the prevailing world market price and a mechanism for periodic announcement 
of Ruch price. 
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Disaster Paymente 



Disaster payment provisions ^or the \985-90 soybean crops are contained in title X. 

TITLE IX: SUGAR 

The 1985 Act continues the sugar program for the 1986-90 crops of domestically grown 
sugarcane and sugar beets. Disaster payments and provi33v>ns for preventing loan 
forfeitures and protecting producers from processor bankniptcy are also included. 

Price-Support Loans 

The Secretary must support the price of sugarcane through nonrecourse ].oaniS at a 
level of not less than $0.18 per pound for raw cane sugar for all 5 crop years. 
Sugar beet prices must be supported through nonrecourse loans at a level that is 
fair and reasonable in relation to the loan rate for sugarcane. The minimum support 
rates for raw cane sugar under the 1981 Act ranged from $0.17 per pound for the 1982 
crop to $0.18 per pound for the 1985 crop (app. 1). 

The Secretary ma: increase the support price based on such factors as is determined 
appropriate, including changes during the 2 preceding crop years in the cost of 
sugar products or the cost of domestic sugar production, or other circums\ances that 
may adversely affect domestic sugar production. If the support price is not 
increased, the Secretary must submit a report containing the findings, decision, and 
supporting data to Congress. The Secretary must announce the loan rate as far in 
advance as is practicable. Loans must be made and repaid within 1 fiscal year. 

Diiaster Payments 

Disaster payment provisions for the 1985-90 crops of sugarcane and sugar beets are 
contained in title X. 

Prevention of Loan Forfeitures 

Title IX requires the Preside^^it to either extend the current 1985/86 quota year for 
sugar imports (December 1, 1985-September 30, 1986) by at least 3 months to December 
31, 1986, or have the sugar program administered in such a way that forfeitures of 
sugar- -held by the CCC as collateral for price-support loans — would be no greater 
than the quantity that would have been forfeited had the quota year been extended. 

Beginning with the next quota year, the President must use all authorities available 
to enable the Secretary to operate the sugar program at no cost to the Federal 
Government by preventing CCC accumulation of acquired sugar. Also, beginning with 
the new quota year, sugar import quotas will not be allocated to any country that is 
a net importer of sugar unless officials of that country verify that it does not 
export to the Unitei dates sugar previously imported from Cuba. 

Protection of Producers 

If bankruptcy or other insolvency on the part of a pro'^essor prevents sugar 
producers from receiving maximum benefits from the price-support program within 30 
days after the final settlement date stated in the contract between such processors 
and producers, the C^^C must pay the maximum benefits, less any amount previously 
received, on demand by producers. Proof of nonpayment by the processor may be 
required. Once the benefits are paid to producers, the CCC must take over and 
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pursue all claims against the processor or any other person responsible for 
nonpayment. These provisions apply to nonpayments occurring after January 1, 1985. 



Title Z: GKHBRAL COKMC* ZTY PROVISIONS 

Title X is divided into three subtitles: one relates to the calculation of acreage 
bases and program yields, one amends the honey program, and the other contains 
several miscellaneous provisions which generally relate to the commodity titles. 

Acraago Basa and Program Yield System 

This system standardizes the calculation of farm and crop acreage oases and program 
>ields for the wheat, feed grains. Upland cotton, and rice programs. 

Farm Acraaga Baaa 

The 1985 Act creates a new farm acreage base for use beginning in crop year 1986. 
The Secretary, however, may forgo establishing the farm bases in 1986. Fo.' crop 
years 1987-90, the annual farm acreage base equals the total of the crop acreage 
bases established for that farm for that year, the average acreage planted to 
soybeans on the farm in 1986 and subsequent crop years, and the average acreage on 
the farm devoted to conserving uses, other than the ARP's, during 1986 and 
subsequent crop years. The 1981 Act did not define a farm acreage base. 

Crop Acraaga Baaa 

For each of the program crops, the crop acreage base equals the average of the 
acreage planted and considered planted to the crop for harvest on the farm during 
the 5 preceding crop years. For Upland cotton and rice that was not planted or 
considered planted on the farm in each of th^^ past 5 years, thd crop acreage base 
equals the average during the years in which the crop was planted. The 1985 Act (as 
aiaended by P.L. 09-253), however, specifies that the crop bases for Upland cotton 
and rice cannot exceed the average acreage planted and considered plan tea in the 
preceding 2 crop years. Acreage considsr^d planted includes (1) any reduced, 
set-aside, or diverted acreage; (2) acreage producers could not plant due to natural 
disaster or other conditions beyond the control of the producer; (3) the difference 
between permitted acreage and the acreage actually planted, if such acreage was 
devoted to nonprogram crops (other than soybeans or ELS cotton); and (4) any acreage 
on the farm which the Secretary determines is necessary to establish a fair and 
equitable crop base. 

The sum of the wheat, feed grain. Upland cotton, and rice acreage bases on any farm 
for any crop year cannot exceed the farm acreage base for that farm in that year, 
unless the excess is due to an established practice of double cropping. Double 
cropping must have been practiced on the farm in at least 3 of the 5 preceding crop 
years. 

Crop acreage bases may be adjusted upward in any year. The adjustment, however, is 
limited to 10 percent of the farm acreage base for that year. Any increase must 
also be matched by a decrease in one or more of the other crop bases on that farm in 
that year. The Secretary may suspend nationally any limit on acreage ta£3s for a 
crop if a short supply or other emergency situation exirts or if market factors 
require a suspension. 
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Farm Program Payment Yield 



The farm program payment yield for crop years 1986-87 is the average program yieM 
on the farm during crop years 1981-85, excluding the years with the highest and 
lowest yield, if no crop was produced or no program yield was established on the 
farm during any of those 5 years, then the farm prrgram yield will be based on 
average program yields for similar farms in the area. 

The Secretary may establish national, Stato, or county program yields based on 
historic yields adjusted for abnormal factors; or when data are not available, the 
Secretary must estimate the actual yield for the crop year in question. If any of 
these yields are established, the farm program payment yield must balance with 
county. State, or national program yields. 

For the 1988-90 crops of Wheat, feed grains. Upland cotton, and rice, the Secretary 
may either base farm progrim payment yields on the 1981-85 program yields, as 
determined above, or on the average of the yields per harvested acre during the 5 
preceding crop years, dropping the years with the highest and lowest yield and any 
year in which no crop was planted. If the second option is used, the program yields 
must be based on the program yields for 1983-86 crop years and the actual yields for 
the 1987 and subsequent crop years . 

USDA may not establish a farm or crop base or program yield for a farm if the 
producer is subject to sanctions for cultivating highly errdible land or converted 
wetland. Title XII details these conservation provisions. 

Under the 1981 Act, the acreage base for each crop was the acreage planted for 
harvest in the preceding crop year, including any acreage producers fould not plant 
because of conditions beyond their control. At the discretion of the Secretary, the 
base could have been the average acreage planted for harvest in the 2 preceding crop 
years. The farm program payment yield for wheat and feed grains, under the 1981 
Act, was the program yield established for the farm for the previous crop year, 
adjfusted by the Secretary to provide a fair and equitable yield. For cotton and 
rire, the program yields were based on the actual yield per harvested acre for the 3 
preceding years, with adjustments for natural disasters. 

Honey 

The 1985 Act sets the loan levels for the 1986 and 1987 crops of honey at $0.64 and 
$0.63 per pound, respectively. The loan and purchase levels for the 1988-90 crops 
will be the rate from the previous year reduced by 5 percent, but the level cannot 
be less than 75 percent of the average price received by producers in the preceding 
5 crop years, dropping the years with the highest and lowest prices. Permanent 
legislation, the Agricultural Act of 1949, had required that the honey loan level be 
set between 60 and 90 percent of parity (app. 1). 

As with wheat, feed grains, and soybeans, the Secretary may offer marketing loans. 
Producers would repay the loans at a level the Secretary determines will minimize 
loan forfeitures, not result in excessive stocks, reduce Government storage costs, 
and ...^intain competi iveness of honey in domestic and e^ort markets. If the 
Secretary doterminea that a person knowingly pledged adulterated or imported honey 
as collateral for a loan, such person will be ineligible for loans and purchases for 
3 succeeding crop years in addition to any other penalty prescribed by law. 
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Payment Limits and Payment Review 



Payments received under the wheat, feed grain, Uplp.nd cotton, ELS cotton, and rice 
programs are again limited to $50,000 for all payments per person per year except 
for disaster payments, which are limited to $100, JOO per person per year. The 
payment limit does not include (1) loans and purchases; (2) compensation for public 
recreation or resource adjustment, excluding land diversion payments; (3) any gain 
realized from repaying a marketing loan at a level lower than the announced loan 
rate; (4) any deficiency payments made as a result of lowering the basic loan rate 
under the wheat and feed grain programs; (5) any loan deficiency payments; (6) any 
inventory reduction payments; or (7) any benefits received as a result of any cost 
reduction actions by the Secretary. As under the 1981 Act, payment limits do not 
apply to land owned by States or State agencies if the land is farmed primarily to 
further a public function. 

The 1985 Act adds ELS cotton to the provisions in the Agricultural Act of 1938 
concerning payments made under the wheat, feed grain. Upland cotton, or rice 
programs. The facts used to determine such payments are final and not subject to 
reviei/ if they conform to regulations issued by the Secretary or the CCC. 

Advance Deficiancy and Diversion Payments 

The Secretary must make advance deficiency paynients available to producers irtio 
participate in the 1986 wheat, feed grain. Upland cottc'. and rice programs if an 
acreage limitation or C5t-aside has been established tt is likely that 
deficiency payments will be made. Such payments may bv ^de for the 1987-90 crops. 
The payments must be made as soon as practicable after the producer signs the 
contract agreeing to participate in the program. Advance payment? jaay not exceed 50 
percent of project deiiciency payments and may be made in cash, CCo-owned 
commodities, or any combination thereof. Up to half of the advance payment. s may be 
made in commodities or certificates, with the producer choosing which to receive. 
Certificates must be redeemed within 3 years of issuance, with the CCC paying the 
storage costs until they are redeemed. 

If land diversion payraents at i made in any crop year, the Secretary may also advance 
at least 50 percent of those payments to producers. 

Advance Recourse Commodity Loans 

The Secretary may make advance recourse loans available to producers for commodities 
with nonrecourse loan programs, if such action is necessary to provide adequate 
operating credit to producers. The recourse loans may be made under terms and 
conditions prescribed by the Secretary, except that producers must obtain crop 
insurance. 

Interest Payment Certificates 

The Secretary may provide negotiable certificates to producers who repay their 
wheat, feed grain. Upland cotcon, or rice loans with Intercast. The amount of the 
certificate would equal the interest paid, redeemable for any of the those 
commodities owned by the CCC, subject to availability. 

Payment in Commodities 

Titles III through VI authorize the Secretary to make payments- in-kind (PIK). Such 
payments (except marketing certificates for Upland cotton and rice) may be made by 
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delivering the commodity to the producer at a warehouse or similar facility, trans- 
ferring negotiable warehouse receipts » issuing negotiable certificates redeemable 
for CCC commodities, or other methods the Secretary determines appropriate. 

Wheat and Feed Grain Export Certificate Programs 

This section provides two optional export certificate progrrims for the 1986-90 crops 
of wtieat and feed grains. 

Cash export Certificate Program 

The Secretary may establish a program to encourage exports of Wheat or feed grains 
from private stocks. Producers who participate in the wheat and feed grain programs 
would receive export certificates. Each certificate would specify both a monetary 
value and a quantity of the coraroodity. The total amount of %rtieat or feed grains 
covered by the certificates is determined by multiplying the export production 
factor times the total acreage planted by program participants times the avera^^ 
farm program payment yield. The export production factor is the estimated quantity 
of the crop available for export divided by the estimated domestic harvest. 

Certificates would be distributed to eligible producers so that each receives 
certificates having an aggregate face value equal to the rate of return for that 
crop* In calculating the rate of return, the Secretary must consider regional 
marketing costs including transportation. Certificates would be redeemable for cash 
or, at the option of the Secretary, the commodity involved only When the holder has 
exported an amount of the crop (including processed t^eat or feed grains) equal to 
the quantity designated on the certificate. 

If sufficient funds are available, the CCC must spend a certain amount of money to 
carry out the program. The amount is calculated by multiplying the acreage planted 
for harvest by participating producers times the averege program yield for the ' lOP 
times $0.21 per bushel for Wheat, $0*11 per bushel for com, and rates the Secretary 
deems reasonable for grain sorghum, oats and, if designated, barley. Any funds used 
under this program roust be in addition to funds authorized for other export 
promotion programs. The CCC may buy and sell certificates. 

Export Marketing Certificates 

The Secr<*tary may issue export marketing certificates denominated in bushels of 
Wheat or feed grains to producers Who participate in those programs and who also 
comply with tho following provisions. If no acreage reduction or set^aside is in 
effect, producers must limit the acreage planted for harvest to the crop acreage 
base and, if an ARP is in effect, comply with the reduction specified by the program. 
At least 3 months before the beginning of the marketing year, the Secretary must 
issue export marketing certificates to eligible producers Who planted at least 50 
percent of their wheat or feed grain crop base. Tlie aggregate amount of certificates 
must equal total exports as estimated by the Secretary for the marketing year. 

Producers would receive certificates for their share of the export crop, determined 
by multiplying the ratio their crop acreage base has in relation to the total 
acreage bases of all participating producers times total exports, rounded u? to the 
nearest full bushel. Any certificates issued would apply only to the upcoming 
marketing year. If estimated exports exceeded the sum of certificates issued 7 
months after the beginning of the marketing year, the Secretary may issue additional 
certificates to producers who initially received them. 
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When producers sell their crops during the marketing year, they also turn over the 
export certificates to the buyer. If the producer has less wheat or feed grains to 
sell than the quantity listed on the certificates because of reduced yields or other 
reasons, the producer may sell the certificates to any person before the end of the 
marketing year. The CCC may buy and sell certificates to facilitate their use. 

No person would be able to export wheat or feed grains (including products thereof) 
without surrendering the accompanying marketing certificates to the Secretary at the 
time of export. Failure to comply could carry fines up to $25,000, 1 year in 
prison, or both. These provisions would not apply to commodities owned by the CCC 
or provided to exporters as part of an export promotion program. This program, if 
implemented, would divide the market; participants would be able to sell their crop 
in both the domestic and export markets, while nonparticipants would be limited to 
selling their commodities in the domestic market only. 

CCC Sales Price Restrictions 

The CCC may not sell any of its wheat, com, grain sorghum» barley, oats, or rye 
stocks at less than 115 percent of the current national average loan rate, adjusted 
for current market differentials plus carrying charges. If the marketing loaii 
provisions are in effect, the sale price cannot be less than 115 percent the 
average loan repayment rate for the crop. 

Disaster Payments for the 1985-90 Crops of 
Peanuts » Soybeans, Sug:ir Beets » and Sugarcane 

Disaster payments may be made available to producers, at the discretion of the 
Secretary, for ^*ny of the 1985-90 crops of peanuts, soybeans, sugar beets, or 
sugarcane because of drought, flood, or other natural disaster. Prevented planting 
payments will be based on the acreage intended to be planted to the commodity or the 
acreage planted for harvest in the preceding year (including any acreage which the 
producer was prevented from planting to such commodity, or other nonconserving 
crops), whichever :s smaller. The payment is calculated as 75 percent of the farm 
program piymert yiexu 'cimes 50 pt-rcert of the loan and purchase level for the crop. 
Reduced yield payments will be made if the total quantity of the crop harvested on 
any farm is less than the potential prjjduction obtained by njultiplying 60 percent of 
the farm program yield by the acreage p?nnted for harvest. The payment calculation 
is 50 percent of the loan ?erel for the deficit in production below the 60 -percent 
level. 

Cost Reduction Options 

The Secretary is required to implement one or more of the following cost reduction 
options whenever the options would reduce direct and indirect Government costs of a 
commodity program without adversely affectitig the income of small- and medium-sized 
producers participating in the program. First, the Secretary may purchase a 
commodity from commercial markets when a nonrecourse loan program is in effect for 
that commodity, if such purchases will probably be less than the comparable cost of 
acquiring the commodity through loan defaults later. Second, the Secretary may 
provide for settlement of a nonrecourse loan at less than the total amount of 
principal and accumulated interest due if the settlement would yield savings to the 
Government. In no case may the settlement be reduced below the amount of principal 
due. Third, when a production control or loan program is in effect for a major 
commodity, the program may be reopened any time prior to harvest if the Secretary 
determines that (1) domestic or world supply and demand conditions have 
substantially changed, and (2) without further adjusi^ments , the Government and 
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producers will be faced with bucdensome surpluses. The jcretary would accept bids 
from participating producers to convert planted act. age to conserving uses. Such 
bids would be for payments- in-kind and would not be subject to the $50,000 payment 
limitation, but would be limited to $20,000 per year per producer for each coiwnodity. 

Multiy^^iar Set-Asides 

The Secretary may enter into rorultiyear set-aside contracts with producers as part of 
the programs in effect for th(i 1986-90 crops of trtieat, feed grains. Upland cotton, 
and rice. The contract period, however, may not extend beyond the 1989 crop year. 
Only producers participating in one or more of the programs would be eligible for 
the contracts. Producers would be required to devote the set-aside acreage to a 
vegetative cover, with the Secretary providing cost-sharing incentives. Grazing 
would be prohibited, unless the area was declared a disaster area by the President 
and the Secretary found there was a need for grazing as a result of the disaster. 

SuppleiwMital Set-Aside and Acreage Reduction Authority 

For the 1986-90 cropE of wheat and feed grains, the Secretary again has the 
authority to announce a set-aside or acreage reduction program if such action is 
needed because of e.n embargo ordered by the executive branch of the Federal 
Government . 

Grain Reserves 
Title X continues two grain reserve programs. 
Parmer-Oimriid Reserve (FOR) 

The 1985 Act revises the farmer-owned reserve. To p^^omote orderly marketing in 
times cf abundant supply, the Secretary must again provide original or extended 
price-support loans to encourage producers to store wheat and feed grains for 
extended periods. The loans are made for 3 years and may be ext«^nded as warrantfsd 
by market conditions. Loans were nu.de for 3-5 years under the 1981 Act. FOR loan 
rates must be at least the current loan level or higher, as determined by the 
Secretary 

Whenever the market price for the commodity has attained a specified level (commonly 
known as the release price), tha Secretary may increase the interest rate on loans 
that have been made and may design other methods to encourage producers to redeem 
their loans and market their grain. The release level is set at lAO percent of the 
regular loan rate announced for the crop or the corresponding target price, 
whichever is higher. Under the 1981 Act, the release price was det^armined by the 
Secretary. 

The upper l^mit on the amount of grain placed in the reserve ic now specified as a 
percentage of the estimated total domestic and export use during the marketinc 
year — 30 percent for wheat and 15 percent for feed grains. The limits may be 
increased by 10 percent if the Secretary determines higher levels are necessary. 
The 1981 Act authorized the Secretary to set upper limits, but at no lower than 700 
million bushels for wheat and 1 billion bushels for feed grains. The 1985 Act sets 
minimum levels at 17 percent for Wheat and 7 percent for feed grains of the 
estimated total domestic and export use. If the amount of stocks in the FOR is 
below these levels or if the market price is below the r^i^le^se price, the Secretary 
must encourage producer participation by offering^ increased storage payments, 
interest waivers, or other incentives. 
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Producers will again be penalized If they redeem their wheat or feed grain loans 
nhen reserve stocks are below the upper limits and market prices are below the 
release level. The Secretary may recover storaga payments and assess additional 
Interest or other charges. The In^srest rate charged participants In the program 
will not be less than the Interest rate charged the CCC by the U.S. Treasury, except 
that the Secretary may waive or adjust such Interest as necessary. Loans may be 
called In prior to the maturity date only If the Secretary determines that emergency 
conditions exist which require that such commodities be made available in the market 
to meet urgent domestic or international needs. As with the 1981 Act, the 1985 Act 
provides that whenever the reserve loan program is in effect, the CCC cannot sell 
any of its wheat or feed grains stocks at less than 110 percent of the release 
level. This restriction will not apply to sales of com used for s^sohol 
production, commodities which have substantially deteriorated, or sales or disposals 
from the emergency f-^cd program. 

Pood Security Wheat Reserve 

The food security wheat reserve, created to provide wtieat for emergency food needs 
in developing countries, Is extended until September 30, 1990. 

Vormally Planted Acreage 

Whenever a set-aside is in effect during crop years 1986-90 for wheat or feed 
grains, or both, the Secretary may limit a fanri's normal crop acreage. Producers 
who fail to comply would be ineligible for loans, purchases, and payments under the 
Wheat and feed grain programs. If marketing quotas are in effect for any of the 
1987-90 crops of wheat, normal planted acreage would be limited to the farm's 
individual program acreage. 

Special Grazing and Hay Program 

Authority for the special wheat acreage grazing and hay program is continued through 
tho 1990 crop year. 

AdvAwice Program Announcement 

The Secretary may offer producers an alternative program for any of the 1987^91 
crops of wheat, feed grains. Upland cotton, and rice. If the Secretary has not made 
final program announcements in any county before a certain date, producers could 
choose between the program announced for that crop year or the alternative. For any 
county, the date would be 60 days prior to plartlng (as determined by thfj Secretary) 
or June 1 for wheat, September 30 for feed grains, November 1 for Uplar:(5 cotton, and 
January 31 for rice, whichever is later. 

Under the alternative program, producers v/ould be eligible for loans and payments by 
coiiq>lying with any acreage reduction program established for the previous year. For 
the 1987-90 crops » loans would be made at levels announced for the current year. 
Deficiency payments would be calculated on the same basis as they were calculated in 
the previous year. Cash or in-kind payments, equal to the difference between the 
current year*8 loan level and previous year's loan level, would also be made. For 
the 1991 crop, loans would be made at 1990 levels and deficiency payments would be 
baaed on 1990 target prices. Cash or in-kind payments would be based on the 
difference between the 1990 and 1991 loan rates. The farm's crop acreage base and 
program payment yield would be those established for the farm in the preceding crop 
year. 
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Normal Supply 



If the supply of wheat, com, Upland cotton, or rice during the marketing year for 
any of the 1986-90 crops is not likely to be excessive and acreage control? are not 
necessary, as determined by the Secretary, the total supply of the commodity is 
deemed not to exceed normal supply. No contrary decision can be made for that 
marketing year. 

Marketing Year for Com 

The marketing year for com is changed from October 1-Septe ber 30 to September 1- 
August 31. 

Federal Crop Insurance 

The Federal Crop Insurance Corporation (FCIC) may borrow money from the CCC any time 
FCIC has insufficient funds to pay farmers' claims for insured crop losses. 

The Secretary must conduct a study examining (1) the FCIC practice of offsetting a 
producer's winter and spring wheat crops to determine benefits due under Federal 
crop insurance policies, and (2) the feasibility of including winterkill of irinter 
wheat as a loss covered by crop insurance. The report, including recommendations, 
is due to Congress by June 21, 1986. 

Cost of Production Reviev Board 

The National Agricultural Cost of Production Standards Review Board is extended for 
5 years to September 30, 1990. The 1985 Act also adds a provision that allows a 
member of the board to serve for more than one term. 

Liquid Fuels 

The CCC may make commodi ies available for sale at no or reduc. i erst to encourage 
production of liquid fuels. 



TITLE XI: TdkDE 

The 1985 Act changes or expands several food aid aid export promotion activities. 
Some changes are meant to stimulate private sector development in recipient 
countries; others allow nongovernment organizations to sell some donated food aid to 
help finance distribution of the remainder. Targeted assistance and intermediate 
credit guarantee programs supplement export promotion programs. The 1985 Act 
exempts specific commercial program shipments from cargo preference requirements and 
increases the mandated percentage of food aid shipments to be carried on U.S. flag 
vessels. 

U.S. Food Assistance 

Significant changes in U.S. food aid programs affect their developmental 
assistance. The 1985 Act amends the policy o^iectives contained in Public Law 
(P.L.) 480 to authorize the use of foreign currencies accruing under the program to 
encourage development of private enterprise and enhance food security in developing 
countries through local food production. A new Food for Progress program is 
authorized to use U.S. food resource*: *iiore effectively to support countries that 
have made commitments to introduce or expand free enterprise elements in their 
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agricultural economies. In another change, private voluntary organizations (PVO's) 
that distribute food aid will have greater ability to sell some of the donated 
commodities to help distribute the remainder. Donations authorized under section 
416 of the Agricultural Act of 1949, as amended, are expanded in types and volume of 
commodities. 

P.L. 480 Title I 

Under title I, a foreign government purchases U.S. agricultural commodities with 
long-term concessional credit and generates local currencies when it sells them on 
its domest^x market. Changes in the program shift the benefits of some of those 
revenues from the public to the private sector in the recipient country. At least 

10 percenv of the resources of the title I program, in the form of local currencies, 
woulo be loaned to private financial intermediaries (such as banks, cooperatives, or 
nonprofit voluntary agencies), which, in turn, are to loan those funds to private 
enterprises within the recipient country. The United States will enter into a loan 
agreement with the financial intermediary for these local currencies and must be 
repaid in a manner that will permit conversion of the local currencies to dollars* 
The 10-percent minimum may be waived if the President determines that its 
enforcement would significantly reduce the level of agricultural commodities 
furnished under title I. The United States may not enter into agreements if the 
currencies generated under the program could not be productively used and absorbed 
in the private sector of the recipient country. The program may not be used to 
promote the production of agricultural commodities that would compete in world 
markets with U.S. agricultural products. To the maximum extent practicable, 5 
percent of the repayments from the U.S. Government loan to the intermediaries are 
authorized for technical assistance, including market development activities, among 
other uses. The President must annually report to Congress on activities carried 
out unden the program. 

P.L. 480 Title II 

Title II authorizes commodity donations through government- to^-govemment agreements, 
FVO's, and the W'»rld Food Program (WFP). The minimum tonnage requirement of title 

11 is set at l.v million tons in fisca] years 1987-90, o£ %*hich 1.425 million tons 
for nonemergency programs must be distributed through PVO*s, cooperatives, and the 
WFP. Until 1985, the previous minimum had been 1.7 million tons, of which 1.2 
million tons had to be distributed through PVO*s and the WFP. The International 
Security and Development Cooperation Act of 1985 set minimum levels at 1.8 million 
tons and 1.9 million tons in fiscal years 1986 and 1987, respectively, with at least 
1.3 million tons and 1.425 million tons to be distributed by PVO*s and the WFP, 
respectively. The new minimums may be waived if the President <lGtermines and 
reports to Congress that the commodities cannot b^ used effectively. 

The Prosident must ensure that at least 75 percent of the noneiaergenc/ minimum be 
processed, fortified, and/or bagged commodities, although :his requirement may be 
waived, lio such minimum had been set before* 

At least 5 percent of the aggregate value of donated commodities distributed under 
nonemergency title II programs may be sold by PVO's within tlie recipient countries. 
A PVO must include in its request for title II commodities a description of the 
intended uses of the foreign currencies that would be generated by such sales* 

The title II funding authorization has been changed from a calendar year bi: Jis to a 
fiscal year basis, and the ceiling on the authorization level ($1 billion) may be 
waived by the President. 
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Pood for Progress 



The 1985 Act authorizes f now, multiyear Food for Progress p: -gram tc assist 
develcjf.ing countries co?:«nitted to market-oriented agricultural policy reiorra. Foo*^ 
for Progrc n is to distribute at least 75,000 tons annually under authority of 
section 416 of the Agricultural Act of 1949, as amended Vy the 1985 Act P.L. 480 
tit la I funds may finance additional coiimodities. CCC spending may not exceed $30 
million (exclusive of the cost of the commodities). A maximum of 500,000 tons per 
year through fiscal year 1990 is set. The HCC may purchase commodities for use 
under this program if CCC stocks are insufficient. Food for Progress shipments 
should not displace comr^ercial sales of U.S. commodities. Annual reports to 
Congress on the program's ope ations are required. 

Section 416 

Section 416 of the Agricultural Act of 1949, as amended, previously allowed overseas 
donations of CCC dairy products, wheat, and rice. The 1985 Act expands the types of 
commodities that may be donated, adding oth'^r grains, oilseeds, and other edible 
agricultural commodities acquired by the CCC. Commodities may not be ui.ed in this 
program in amounts that will reduce the a junts available for domestic programs. 
The commodities may not be furnished to a country if that country is unable to use 
the commodities efficiently and effectively. Similarly, the commodities may not be 
provided If their distribution interferes with usual marketings of the United States 
cr disntpts world prices of agricultural commi lities and normal patterns ot 
commercial trade with developing countries, -^he requirement for safeguarding usr.al 
marketings of the United States must not be used to prr/ent providing commodities to 
countries that have .Jt traditionally purchased the commodities from the United 
States o." that cannot purchase the commodities from the United States through 
commercial or concessional arrangeiuants . The commodities provided under thlj 
authority re to supplement those provided under P.L. 480. 

The i985 Act allows, for specified purposes, the sale or barter of at least o 
percent of the aggregate value of commodities and products furnished undr** this 
program to PV0*s and cooperatives. The organizations that sell or barter vhe 
commodities must report mnual^^^ to the Secre^-ary, who, In turn, must report to 
Congress on such operations. 

Although the permanent legislation die not specify rinimm quantities, the 1985 Act 
requires an annual mlnlr.(ur;i of 500,000 tons or 10 percent of CCC's uncommitted stocks 
of grains and oilseeds, whichever Is less, ^nd 10 percent of CCC's uncommitted dairy 
stocks, but not lesR than 150,000 tons, to the extent that dairy stocks are 
available. Of these quantities 75,000 tons are wO br distributed through the Food 
for Progress p/ogram. The ii Lnlmwm volumes may be waived under specified condicions. 
Commodities distributed under authority of section 416 may be i-mlshed In connection 
with P.L. 480 title I sales or agricultural export bonus or promotion programs. 

Special Assisiaiit for Agricultural Trade and Food Aid 

The 1985 Act establishes the position of a Special Assistant for Agriculture? Trade 
and Kood Aid who will advise the President on trade and aid issues. Among other 
responsibill*^i*»r3, the assistant must annually submit a report to the President and 
Congress contalnlr;^ a global analysis of world food needs and production, aa 
identlf lcati.on or at least 15 target countries most likely to aerge ar growth 
market., for a-iiricultural commodities In the next 5-10 years, and a detailed plan for 
using a'^allabt^ export axA food aid authorities to increase U.S. agricul -"^ural 
exports to those targeted countries. 
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Oth^r Pood Aid Provisionr 



The 1985 Act rasducec the miniin'^m share of P.L. 480 title 1 funds alloc*. ted for P.L. 
480 title III (Food for Development) from 15 to 10 percent. Child immunizations are 
specified both as a self-help measure under title I and as a title II activity. At 
least 0.1 percent cf P.L. 480 funds wHl support a "farmer-to-farmer program,** a 
technical assistance program, in fiscal years 1986 and 1987. A .oaximum of 25 
percent of these funds may be channeled through such institutions as land-grant 
universities. The 1985 /ct reauthorizes P.L. 480 throi'c^ 1990. 

Maintenance and Development of Export Markets 

The export market development subtitle outlines U.S. agricultural trade policy and 
authorizes several export promotion prograiriS and measures to stimulate lagging 
overseas sales. Contract sanctity is upheld. The 1985 Act mandates collection of 
information on certain t^ade practices of other countries. 

Agricultural Trade Policy 

The 1985 Act defines the Roals of U.S. agricultural trade policy as follows: 

o To provide through all iiic«*nj possible agricultural commodities and products for 
expert at competitive price*:, with full assurance oi: quality and reliability of 
supply; 

o To support the principle of free trade and the promotion of fairor agricultural 
t rade ; 

o To cooperate tully in all efforts to negotiate reductions in barriers to fair 
trade; 

o To aggressively counter unfair trade practices; 

o To reittove foreign policy constraints to maximize U.S. economic interests 
through agricultural trade; and 

o To provide for consideration of U.S. agricultural trade interests in the design 
of national fisc**^ and monetary policy that may foster continued strength of 
the dollar. 

Tr«ide Negotiations and Consultations 

Through the 1985 Act, Congress urges the President to negotiate with other parties 
to the General Agreement on Tariffs and Trade (GATT) to revise its irules and codes 
with the goal of reducing agricultural exr.^rt subsidies, tariffs, and noutariff 
trade barriers. The Secretary must, in coordination with the U.S. Trade 
Representiitive> confer with representatives of oth^r major agricultural producing 
countries to initiate and pursue agricultural trade consultations. Annual reports 
on progress ol the consultations are due to Congress starting July 1, 1986, 

Export Credit and Credit Guarantee Progra*7>s 

The 1985 Act establishes a new intermediate credit guarantee program to supplement 
existing CCC credit and credit guarantee programs. The existing short-term credit 
guarantee program (on credit of up to 3 years) is authorized at $5 billion annually 
through fiscal year 1990, the same level as in iiscal year 1985. The fee chargei 
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users of the program may not exceed 1 percent of the credit extended under the 
transaction. The 1985 Act amends the intermediate credit programs to allow 
intermediate credit guarantees (on credit of 3-10 years). To guarantee export 
sales t the CCC must make available not less than $500 million through fiscal year 
1988t and not more than $1 billion in fiscal year 1989. The agricultural export 
credit revolving fund is reauthorized through fiscal year 1990. although no funding 
lev^l is specified. 

Targeted Assistance 

Undsr a targeted assistance program, the Secretary must provide annually $325 
million or an equal value of CCC commodities specifically to counter or offset the 
adverse effect of subsidies, import quotas, or other unfair trade practices. The 
term "subsidy" includes an export subsidy, tax rebate on exports, financial 
assistance on preferential terms, financial assistance for operating losses, 
assumption of costs or expenses of production, processing, or distribution, a 
differential export tax or duty exemption, a domestic consumption quota, or other 
method of fumishi.;g or ensuring the availability of raw materials at artificially 
low pricej. T b 1985 Act authorizes priority txssistance to producers of those 
agricultural commodities which have been found to have suffered fro.^ unfair trade 
practices under section 301 of the Trcde Act of 1974 or which have suffered from 
ret-liatocy actions related to such a finding. 

Market Development and Expansion 

Under another program, at least %2 billion in CCC comidodities must be provided 
through fiscal year 1988 to U.S. exporters, users, processors, or foreign purchasers 
at n^ cost to encourage the development, maintenance, and expansion of U.S. 
agricultural export markets. The goal of this prograic, is to help make U.S. 
commodities more competitive by offsetting subsidies or ether unfair trade 
practices, the adverse effects of price support levels tempcrarily above 
competitors' export prices, or fluctuations in exchange rates. These commodities 
will, as necessary, be used in conjunction with intermediate export credit programs 
for the export sale of breeding animals and for the establishment in developing 
countries of facilities to assist agricultural imports. Also, under this program, 
the Secretary may make available to commercial exporters transferable "green dollar 
export certificates" to be redeemed within 6 months of issuance for CCC commodities. 

The 1985 Act requires equal treatment of domestic and foreign purchasers and U3ers 
in cases where U.S. imports of manufactured products made with these commodities 
would place domestic users at a competitive disadvantage. Among foreign purchasers, 
priority shall be given to those who are traditional purchasers of U.S. agricultural 
commodities and produces and who continue to purchase a greater amount of them than 
in a previous representative period. The 1985 Act requires that reasonable 
precautions be taken to prevent resale of the commodities and to avoid displacement 
of usual U S. marketings. 

If a country fails to meet the financial qualifications for the CCC export credit 
and credit guarantee programs, the Secretary may provide agricultural commodities 
and products to them to the extent necasfury. at reduced cost, so they may meet the 
qualifications. 

In those export promotion programs which include a bonus ot* incentive payment, the 
Secretary must try to use 15 pe..'cent of the program funds (or value of the 
commodities involved) annually to promote exports of poultry, beef, or pork meat and 
meat products. 
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Pilot Barter Prosraa 



Under section 416 » a pilot barter piogram for strategic materials is authorized for 
at least two countries in fiscal years 1986-b7. Private trade channels are to be 
used to the extent practicable. Secretary must submit a report on the operation 

of the program to Congress after the end of each fiscal year. 

Cooperator Market Develop^nt Progrcun 

In the 1985 Act, Congress urges the continuation of the cooperator market 
development program of the Foreign Agricultural Service (FAS). That program helps 
develop new mark^^ts and expand and maintain existing loarkets for U.S« agricultural 
commodities. FAiS should work with nonprofit agricultural trade organizations as 
much as possible. Congress also encourages greater funding for promotion of 
value-added and processed products. 

Agricultural Attache Reports 

The Secretary must require USDA officers and employees, including those stationed 
abroad, to annually submit repcrtc documtsnting other countries' programs that 
provide direct or indirect sut)port for r-^ricultural exports and that impede the 
entry of U.S. agricultural exports. Such reports should also identify U.S. 
agricultural export opportunities. The Secretary must report this information to 
Congress and others. 

The U.S. Trade Representative, after reviewing these reports and other inf* Tiiation 
must identify export subsidies or export promotion techniques and identify markets 
(in order of priority) in which U.S. export subsidies can be uaed most efficiently 
in offsetting benefits of foreign export subsidies. The Trade Representative w^xst 
report these findings to the Secretary and Congress. 

The Secretary and the Trade Representative roust convene a meeting, at least once a 
year, of the Agricultural Policy Advisory Committee and the agricultural technical 
advisory committees to develop specific recommendations for actions to be taken by 
the Federal Government and private industry to reduce or eliminate trade barriers 
and to expand U.S. agricultural export opportunities. 

Contract Sanctity and Producer Embargo Protection 

The 1985 Act further defines the goals of U.S. trade policy as follows: 
o To foster and encourage agricultural exports; 

o To not restrict or limit the export of such commodities and products except 
under the most compelling circumstances; 

o To prohibit or limit the e:xport of such commodities or products only in time of 
a national emerf^^ncy declared by the President under the Export Administration 
Act ; and 

o to honor coitracts entered into before the imposition of any prohibition 
or limitation on the export of such commodities or products. 

Th3 1985 Act also adjusts compensation to producers of commodities for Which export 
controls are in^osed. 
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study to Reduce Fo'^eiRn Exchange Risk 



The Secretary must study the feasibility, practicability, and cost of implementing a 
progr :i to reduce the risk of foreign exchange fluctuations encountered by buyers of 
U.S. agricultural exports under export credit programs. The study is to determine 
whether agricultural exports, under export credit programs, would be enhanced if the 
United States assumes the exchange risk of the buyer should the value of the dollar 
rise compared with the ade- weighted index of the dollar. The report is due to 
Congress by June 21, 19 o. 

Cargo Preference 

The 1985 Act substantially changes cargo preference laws which required that 50 
percent of U.S. Government-sponsored exports be shipped on U.S. flag vessels. The 
1985 Act clarifies that requirement an<: mandates a gradual increase in the share of 
particular exports, mostly food aid, that must be carried on U.S. flag vessels. The 
cargo preference requirements do not apply to specific commercial agricultural 
export programs such as the export credit, credit guarantee, blended credit, and 
export enhancement programs. However, in 1986 and 1987, 60 percent and 70 percent, 
respectively, of food aid exports must be shipped on U.S. flag vessels. In 1988 and 
thereafter, at least 75 percent must be shipped on U.S. flag vessels. The calendar 
years for complying with these requirements are the 12~month periods beginning April 
1, 1936. Through 1989, the Secretary of Transportation must ensure tiiat a specified 
amount of P.L. A80 title II commodilies is shipped from Great Lakes ports. The 
minimum tonnage of agricultural commodities to be exported under programs subject to 
the cargo preference requirements is set by a formula but may be waived by the 
President. 

The Secretary of Transportation must finance any increased ocean freight charges 
which result from specified changes to cargo preference laws. If ocean freight and 
ocean freight differential costs on commodities subject to cargo preference 
requirements exceed 20 percent of the value of such commodities and such ocean 
freight and differential costs, then the U.S. Department of Transportation (DOT) 
must pay the excess. If the DOT lacks funds for the increased costs, then cargo 
preference requirements w?ll revert to previous law. 

The 1985 A'^t establishes a National Advisory Commission on Agricultural Export 
Transportation Policy to study ocean transportation of agricultural exports subject 
to cargo preference laws and tu make recommendations for improving the efficiency ct 
such transportation. The commission must submit an interim report to the President 
and Congress by December 23, 1986, and a fina.l report by December 23, 1987. 

Agricultural Imports 

The 1985 Act mandates several other actions and studies, most rela;ed to the effects 
of agricultural imports on domesv^ic industries. 

Trade Consult at iona 

The 1985 Act requires consultations between FAS and othe- agencies, including the 
Animal and Plant Health Inspection Service, before relaxing or removing any 
restriction on agricultural imports. Similarly, consultations are mandated between 
the Secretary and the U.S. Trade Representative before such actions are taken. 
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i^rlcot Study 



In conjunction with the U.S. Trade Representative, the Secretary must submit a 
report to Congress on the effect of apricot imports on the domestic apricot 
industry. The report must also measure the extent and nature of apricot subsidies 
in countries that export apricots. The report is due by April 22, 1986. 

Brazilian Bthanol Imports 

The 1985 Act requires the Secretary to study the effect of imported Brazilian 
ethanol on the domestic prices of com and other grains aad on the domestic ethanol 
refining industry. In consultation with the U.S. Trade Representative and the 
International Trade Commission, the Secretary must determin^^, what relief should be 
granted because of the interference of subsidized Brazilian ethanol with the domestic 
ethanol industry. The Secretary must report to Congress by Bebruary 21, 1986. 

Oat Iiq>ort8 

The Secretary must study the effect on domestic farm programs of increafjed oat 
imports and report to Congress no later thar December 23, 1986. 

Trada PrdCticaa 

The 1985 Act requires or calls for several actions including those relating to 
tobacco imports and unfair agricultural trade practices. Tt. act also requires 
export sales of CCC dairy products and amends the CCC Charter Act to require barter 
agreements to th^^ maximum extent practicable. 

Tobacco Pasticid^3 Raaiduaa 

All flue-cured or burley tobacco offered for import must be certified to be free of 
any pesticide residue that is prohibited by the Federal Insecticide, Fungicide, and 
Rodenticlde \ct (FIFRA). Lacking certification, such tobacco must be inspected at 
the point of entry to determine compliance. Tobacco failing inspection is barred 
from entry. Periodic sampling, as determined by the Secretary, is required of 
flue-cured and burley tobacco offered for import to determine Whether it conforms to 
pesticide residue requirements. 

Export Displacement 

The Secretary must assess each activity administered by the Secretary or USDA that 
assists the produc*-ion, marketing, or use of any agricultural commodity in a foreign 
country and that the Secretary determines is likely to have a detrimental effect on 
the promotion of U.S. agricultural exports. The study must determine if the 
assistance activity has such adverse effects. The Secretary must report the results 
to Congress by December 23, 1986, for current programs and on a regular basis for 
subsequent programs. 

Export Sales cf Dairy Products 

Through fiscal year 1988, at least 150,000 tons of CCC dairy products must be sold 
annually for export at prices set by the Secretary, if such sales will not interfere 
with usual U.S. marketings nor disrupt world prices of agricultural commodities and 
normal patterns of commercial trade. Sales are to involve at least 100,000 tons of 
butter and 20,000 tons of cheese annually. 
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Unfair Trada Practices 



The President must take appropriate action to ensure a prompt and satisfactory 
resolution of specified complaints regarding subsidies and discriminatory tariffs of 
the European Communities (EC) The President must also act to balance the level of 
concessions In trade between che United States and the EC. 

Thai Rice 

ConsresF urges the Secretary of Commerce immediately consider implementing 
countervailing duties vpon imports of rice from Thailand, 

End Users of Imported Tobacco 

Any flue-cured or hurley tobacco imports must be accompanied by a written 
Identification of all end users. If the importer does not know the identity of an 
end user, the importer must iientify all purchasers to *^om the importer expects to 
transfer such imported tobacco. The Secretary ipast submit a report to Congress by 
April 1, 1986, on the identiirication of end users and amounts purchased. Additional 
reports on the implementation of this authority are due by November 15, 1986, and 
annually thereafter. 

Barter of Asrlcultural Coraoodlties for Strategic Materials 

The 1985 Act amends the CCC Charter Act to require, to the maximum extent 
practicable, barter of CCC commoditieb Tor strategic and critical material produced 
abroad « NoriRal commercial trade channels must be used and commercial marketings 
must not be disrupted. If the Strategic Petrolrum Reserve falls below prescribed 
levels, and upon request from the Secretary of Energy, the CCC must, to the maximiun 
extent practicable and with approval from the Secretary, make available CCC 
commodities worth at least $300 million to barter for petroleum products. The 
Secretary must provide technical assistance relating to bartering of agricultural 
commodities and prcJucts to U.S. exporters who request such assistance. 



TITLE XII: CONSERVATIOtf 

The conservation title implements "sodbuster," "swampbuster and conservation 
reserve programs that are designed to remove highly erodible land and wetlands from 
crop production. The 1985 Act albo extends several other conservation programs. 

Highly Erodible Land Conservation 

Provisions protecting highly erodible land include "sodbuster" and conservation 
compliance. These proyislons prohibit USDA program benefits to any person who 
produces an agricultural commodity on highly erodible land without the use of 
conservation 7ractices appropriate for that land. Failure to comply with either 
provision results in the loss of eligibility for any price-support loans, purchases, 
and payments; farm storage facility loans; Federal crop insurancv^; disaster 
payments; new loans made, insured, or guaranteed by the Farmers Home Administration 
(PmHA) if the loan would be used for ^ purpose that contributed to excessive erosion 
of highly erodible land; and payments for the storage of CCC~owned conwnodities. 
Local conservation districts will determine the appropriateness jf the conservation 
practices; the Secretary will make the determination if the land is not located 
within a conservation distric 
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The sodbuster provision became effective December 23, 1985, except for land culti- 
vated to produce agricultural commodities during crop years 1981-85, including land 
set aside, diverted, or otherwise not cultivated under a program administered by the 
Secretary, and land that has not yet been mapped for classification purposes. After 
January 1, 1990, or 2 years after land has been mapped and classified by the Soil 
Conservation Service (SCS), all persons producing agricultural commodities on highly 
erodible land must have begun implementing a conservation plan to be eligible for 
Government program benefits. Those persons actively implementing a conserve lion 
plan have until January 1, 1995, to fully complete it. 

SCS must complete soil survey mapping as soon as possible for use in determining 
land capability classifications. 

Uetlftndg Conservation 

Also referred to as "swampbuster, " this provision prohibits USDA program benefits to 
producers who convert wetlands to cropland after December 23, 1985. Failure to 
comply with this provision will render persons ineligible for any price-support 
loans, purchases, and payments; farm storage facility loans; Federal crop insurance; 
disaster payments; new loans made, insured, or guaranteed by FmHA if the loan would 
contribute to wetlands conversion; or payments for the storage of CCC-owned 
commodities. 

Exempt from this provision are persons with wetlands for which conversion began 
before December 23, 1985, artificial wetlands, or wetlands that can be used in the 
production of agricultural commodities as a result of natural conditions (such as 
drought) without the destruction of natural wetlands characteristics. Artiticial 
wetlands are those created from nonwetlands as a result of activities such as fish 
farming, irrigation, and flood control. The prairie pothole region provides an 
example of a natural condition. There, during dry years, production of an 
agricultural commodity in the potholes is feasible without destroying the wetlands' 
natural characteristics. The Secretary may exempt a person from ineligibility where 
the environmental effects of the conversion activity are deemed minimal. 

In carrying out this provision, the Secretary must consult with the Secretary of the 
Interior in identifying wetlands areas, determining exemptions, and issuing 
regulations. 

Conservation Reserve 

The conservation reserve provision proposes to assist, through contract, owners and 
operators of highly erodible cropland in conserving and improving the soil and water 
resources of their farms and ranches. This purpose will be met by establishing a 
conservation reserve of 40 to 45 million acres by 1990. Highly erodible crcpxand 
acreage will be placed into the reserve at the rates shown in table 7. The 

Table 7--Cons*rvatloo rM#rve acrMge, crop years iW6-90 



^^9^ 1986 1987 1988 1989 1990 



Ml 1 1 Ion acre s 

Minimum i/ 5 15 25 55 40 

Maximum 45 45 45 45 45 

W The Secretory may reduce the number of •eras pl«c*id In the resarve by up to 25 percent if rental 
payments will probably be significantly lower In the following year. 
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Secretary may also include lands not highly erodible, but which pose a serious 
environmental threat or suffer continued degradation of productivity due to 
salinity. No more than 25 percent of the cropland in any one county may be placed 
in the reserve excejt where it is determined that to 60 so would have no adverse 
effect on the local «^xonomy. Where practicable, at least one-eighth of the total 
conservation reserve acreage should be devoted to trees. 

Landowners or operators desiring to participate in the conservation reserve must 
agree to implement a plan approved by the local conservation district to place 
highly erodible cropland into grasses, trees, and other acceptable vegetative covers 
for 10 to 15 years. They must further agree not to harvest, grace, or make other 
commercial use of the forage for the duration of the contract, except where the 
Secretary permits, as in a drought or similar emergency. The conservation plan must 
describe the measures and practices required; the commercial use, if any, to be 
permitted; and the amount of cropland base and allotment history, if any, to be 
permanently retired. The amount of the reduction in cropland base acreage and 
allotment history, during the life of the contract, will be based on the ratio 
between acreage placed in the reserve and total cropland acreage on the farm . '>r 
those crops which have production adjustment programs in place. The Secretary, 
however, may preserve the cropland base and allotment history on the acreage placed 
in the reserve for the purpose of any Federal program unless the o%mer and operator 
agree under the contract to retire that cropland base and allotment history 
permanently. 

The Secretary must pay an annual fee sufficient to compensate for the conversion of 
highly erodible land to grass and trees and the retirement of any cropland base and 
allotment history. The compensation, in the form of annual rental payments, may be 
detorrlned through the submission of bids. The acceptabi) ity of each bid may be 
based on the extent of erosion and the produc^ \vity of the acreage diverted. 
Different eriteria may be established in various States and regions to determine the 
extent to which erosion may be abated > Priority may be given to owners and 
operators with the highest level of economic stress, and where appropriate, for the 
establishment of shelterbelts, windbreaks, stream borders, filter strips of 
permanent grass, or trees that significantly reduce erosion. 

The annual rental payments may be made in cash or in-kind and may be made prior to 
the implementation of the contract by owners or operators. The total payment may 
not exceed $50,000 per year, and will not affect the total amount of payments that 
are available under other programs. USDA must make the payments as soon as possible 
after October 1 of each year. The Secretary must also provide ^echnical assistance 
and 50 percent of the cost of establishing conservation practices. These payments 
must be made as soon after the expenses occur as is feasible. 

Land on which ownership has changed in the 3-year period preceding the first year of 
the contract will be ineligible for the conservation reserve unless the land was 
acquired by will or succession as a result of death, or prior to January 1, 1985, or 
where the Secretary determines that the land was acquired under circumstances that 
provide adequate assurance that it was not purchased for the purpose of being placed 
in the reserve. Ownership is not a requirement for eligibility i>rovided the person 
has operated the land for the 3-year period preceding the first year of the contract 
and will continue to control the land for the duration of the contract. 

The Secretary may modify or terminate an individual contract if the owner or 
operator agrees to the change and if the action 3 in the public interest. If the 
contract is violated, the owner or operator forfeits all rights to past, present, 
and future rental and cost-share i>aymen*^i« or must accept adjustments to payments 
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that the Secretary determines appropriate. On transfer of ovmership or lease, the 
new owner or operator has the option to continue the current contract, enter into a 
new contract, or refuse to participate. 



Title XII authorizes the Secretary to carry out the conservation reserve program 
through the CCC in fiscal years 1986-87. in fiscal year 1988 and subsequent years, 
thv^ Secretary may use CCC facilities, services and funds only if the CCC has 
received funds targeted for the conservation reserve. 

Other Provisions 

The ^conservation title also includes the following provisions. 

Appsa.i Procedure and Tenant Protection 

The Secretary must establish an appeal procedure to allow any person adversely 
affected by any of the sodbuster, swampbuster, and conservation reserve provisions 
to have their case reviewed. The ineligibility of a tenant or sharecropper because 
of violations of the sodbuster or swampbuster provisions will not cause the landlord 
to be ineligible for commodity pn.grams except on those lands operated by the tenant 
or sharecropper, rne Secretary will also provide adequate protection for tenants 
and sharecroppers, including a provision to share payments receive! under the 
conservation reserve. 

Technical Assistance for Subsurface Water 

The Secretary may provide plans and technical assistance to aid State and local 
governments and their river basin commissions in protecting ground water and surface 
waters, in reducing flood hazards %ihich might adversely affect the quality or 
quantity of their water, and in controlling salinity. The Secretary must provide 
Congress with a detailed evaluation of the plans and assistance by February 15, 1987. 

Soil and U ter Conservation 

The 1985 Act extends the Soil and Wat^r Resources Conservation Act of 1977, 
requiring USDA to assess soil and water resources in 1995 and again in 2005. 

Softwood Timber 

PmHA may reschedule repayment of delinquent loans using future revenue produced from 
the planting of softwood timber crops on marginal lands that were previously used as 
cropland or pasture. The accrued interest on a reamortized loan may be included in 
the new principal and subject to interest charges. FmHA may defer repayment of the 
reamortized loan until the timber produces revenues or 45 years, whichever is 
sooner. The borrower roust complete repayment within 50 years of the date of 
reamortization. To be eligible, no fewer than 50 acres must be placed in the 
production of softwood timber, no liens on the land must exist other than the lien 
being reamoritized, and the loan amount may not exceed $l,0oo per acre. No more 
than 50,000 acres may be entered in the program. 

Dryland Farming 

Dryland farming is included as an objective of energy and water conservation. 
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Farmland Protection 

The 1985 Act amends the Farmland Protection Policy Acc to include an annual report 
of the program and to enable Governors, where a State policy or program exists, to 
bring suit against Federal agencies to enforce 'he protection of farmland. 

1986 R#0#rv# Program 

On January 13, 1986, the Secretary announced that highly erodible land placed in the 
conservation reserve will be ineligible for farming for 10 years and must be planted 
with a permanent vegetative cover. The amount of the annual rental payments will 
depend on the bids per acre and the number of acres under the 10-year contracts. 
Participants also will receive 50 percent of eligible costs of establishing trees or 
grass on the acreage placed in the reserve. 

The Secretary announced further details on January 29. All land in classification 
levels VI, VII, and VIII, and land in cap ^ility classes II through V that was 
planted to a crop and tilled during 2 of the 1981-85 crop years and is eroding at 
three times the tolerance level (generally 4 to 5 tons per acre per year for deep 
soils) will be eligible for 1986 contr&. *s. Table 8 lists the amount of acreage 
el^^ible for 1986 contracts by State and region, approximately 69.5 million acres; 
figure 6 illustrates the distribution of the eligible acreage across the United 
States. Producers wishing to participate applied at their local Agricultural 
Stabilization and Conservation Service (ASCS) office March 3-14. The applict^tion 
must include bids for the annual rental payments. Rental and cost sharing pa'rmente 
will either be made in cash or in negotiable PIK certificates. 



TITLB XIII: CRBDIT 

Title XIII contains a number of provisions related to the Consolidated Farm and 
Rural Development Act. Some provisions are designed to help farmers repay their 
loans (such as interest rate reductions and conservation easements); others are to 
assist them after foreclosure (such as disposition of farmland and homestead 
prot'^ction) . The major changes in the credit title, however, are the shift from 
direct to guaranteed loans as specified by the funding levels, and the protection 
for buyers of farm products, the "clear title" provisions. 

Bligibility for Real Estate and Operating Loans 

The 1985 Act adds joint farming operations to the eligibility lis*^ (farmers, 
rancher^, tarm cooperatives, private domestic corporations, and partnerships) for 
FmHA farm ownership, soil and water conservation, recreation, and farm operating 
loans. A joint operation exists *#hen two or more farmers work together sharing 
equally or unequally one or more of the following: land, labor, equipment, expenses, 
and income. 

Owners of a larger than family-sized farm are also now eligible for farm ownership 
and farm operating loans provided they are related by blood or marriage, all are or 
will be the actual farm operators, and each holds an interest %rtiich When taken 
separately is no larger than a family-sized farm. 

The Secretary may not restrict eligibility for farm ownership soil and water 
conservation, recreation, and farm operating loans only to farmers who had FmHA 
loans outstanding on December 23, 1985. 
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Water and Waste Disposal Fac. lltles 



The 1985 Act changes the water and waste facility loan and grant program. Grant 
rates (the proportion of the project covered by the grant) will be based on a 
graduated scale with higher rates given to communities with lower income and 
population levels. The rates for projects serving more than one community will be 
based on median population and income levels of all the communities involved. The 
grant limit remains b.t 75 percent of the development cost of the project. Grants 
may be used to pay local share requirements of other Federal grant-in-aid programs 
when permitted by law. In making water or waste facility loans, the Secretary must 
consider recommendations mad by the applicant or borrower concerning design and 
materials used and must justify any required changes. 

The Sf^cretary may make grants to private nonprofit organizations that provide 
technical assistance and training to associations wanting to build or improve water 
or waste facilities, or both. Organizations experienced in providing assistance to 



Ta6l« 8-^rMga eligible for 1986 conservation reserve onfrtrectsi by Stete end r^lon 



Region snd Ststs 



Acres 



Region end Ststs 



Acres 



Morthesst: 
Connecticut 
Dslsware 
Nsino 
Maryland 
Massachusetts 
Hm Hanpshire 
Maw Jarsey 
Maw York 
Pennsylvania 
Rhoda Island 
Vermont 
Total 

Appaiachia: 
Kantucky 
North Carol ina 
Tannassae 
VIrolnIa 
Wast Virginia 
Total 

$outt)aast: 
Alabama 
Florida 
Gaorgia 
Puerto Rico 
South Carolina 
Total 

Lake States: 
Michigan 
Minnesota 

Wisconsin 
Total 

Corn Belt! 
Illinois 
Indiana 
Iowa 

Missouri 
Ohio 
Total 



47,800 
15,900 
82,100 
241,800 
44,400 
25,000 
151,400 
536,500 
1,142,900 
2,500 
49, VX) 
2,555,600 



;, 451, 400 
I,I42,0CX) 
1,589,600 
606,500 
205,700 
4,975,000 



842,200 
388,800 
766,200 
226,500 
214,500 
2,438,000 



779,500 
1,904,200 
1,850,500 
4,415,800 



5,055,200 
1,529,400 
6,624,200 
4,072,600 
891,100 
16,170,500 



Dalta StatMi 
Arkansas 
Louisiana 

Mississippi 
Total 

Morth#rn Plains: 
Kansa'i 
Nebraska 
North Dakota 
South Dakota 
Total 

Southern Plains: 
Oklahoma 
Taxas 
Total 

Mounta i n : 
Arizona 
Colorado 
Idaho 
Montana 
Nevada 
Naw Maxico 
Utah 
Wyoming 
Total 

Pacifict 
Alaska 
California 
Hawaii 
Oragon 
Washington 
Total 



Unltad Statas 



465,60^ 
178,500 
1,092,900 
1,736,800 



2,525,500 
5,142,200 
2,055,900 
1,655,600 
9,577,000 



1,459,700 
11,465,500 
12,925,000 



54,400 
5,677,600 
1,697,700 
4.995,600 
192.100 
54.5200 
529,500 
550 JOO 
11,840,000 



NA 

634,000 
55,700 
1,009,800 
1,582,400 
5,279,900 



69,489,600 



NA e v>t avaifabla. 
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Figure 6 

Cropland Bigible for the Conservation Reserve, 1986 
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associations serving rural areas, where CfeHdents have low income and water supply 
°J IT*"^ facilities unhealthy, will receive priority. Between ] and 2 
percent of the funding for water and waste facility grants must be available for 
technical assistance and training grants. 

The Secretary musl study the practicality and cusc effecHveness of making loans and 
grants for rural water and waste disposal facilities at individual locations 

'^o™^*^^ ^e^^^^^o"^- The study must specifically examine the 
feasibility of snail multiuser drinking water farilities, tie cost of connecting 
rural homes into community water systems, improvements to small community water 
systems, and alternative rural drinking watar systems. The r^sport was due to 
Congress by April 22, 1986. 

Oil, Gas, and Mineral Rights as Collateral 

Mineral rights are not to serve as security for farm ownership loans made aftr 
December 23, 1985. unless specifically included in the appraised value of the 
collateral. Any compensation the borrower receives for surface damage to tne land 
resultii g from mineral exploration or recovery may be counted as part of the 
collateral securing the loan. 

Proceeds from min 'ral sales or leases may be used to mal:e paynents on farm 
ownership, operating, disaster, or economic emergency loans provided the value of 
the mineral rights was not useu to secure the loan. This provision does not apply 
to loans for which liquidation or foreclosure proceedings were pending on December 

Nonsupervised Accounts 

The Secretary must place a portion (10 percent or $5,0^0, whichever is less) of any 
farm operating loan in a nonsupervised bank account. The acco nt may be vsed ' the 
borrower for necessary family living expenses or othe: needs consistent with a 
previously agreed upon farming or ranching plan. If the reserve is exhausted, the 
Secretary may adjust the farm plan with the borrower and may consider rescheduli-g 
the loan or extr .ding additional credit. 

Elif'.bility for Emergency Loans 

V^A-^^l^ ' *^^*"Ses some of the eligibility requirements for Fm\ emergency loans. 
Individual applicants mast opera -e farms not larf,er than family si.^e to be eligible 
for operating loans and must own and operate farms not larger than family size to be 
eligible for real estate loans. Farm cooperatives, private domestic corporations, 
partnerships, and joint operations are eligible for -emergency loans when tha 

interest in these businesses if held by citizens who meet the . riteria of 
individual applicants. When the holders of a majority interest in the business are 
related by blood or marriage, they must own or operate family-sized farms, and at 
least erne holder mus* perate auch a farm. 

No emergency loans will be made for production losses that could have been covered 

Je***"^*! Crop Insurance Act. beginning with crops planted and hai vested in 
1987. Producers, however, ar still eligible for emergency loans when prevented 
from planting a crop because of flood, drought, or other natural disaster. Thf, 
Secretary may no longer make emergency loans to applicants able to obtain credit 
elsewhere. No emergency loan may exceed the amount of the acucal loss or $505,000. 
whichever is less, for each disaster. Also, the 1-^5 AC. repeals the authoricy \o 
make subsequent annual product 'on emergency loans. 
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Proinpt Approval of Loans and Loan Guarantees 



The Secretary must approve or disappiove an application for a loan or loan guarantee 
and notify the applicant of the decision within 60 days of receiving the application 
The notice must specify the reasons for disa^^proval, if that is the action taken. 
Applicants must be notified within 20 days If tl^eir application is incomplete. 
Funds for approved loans must be disbursed within 15 days, unless e longer period is 
agreed to by the applicant or funds are not yet available. USDA must act on 
disapproved applications which have been r^veL*sed upon administrative or judicial 
appeal within 15 days. Requests from lending institutions for FmHA "approved 
lender** status (thus expediting the guaranteed loan application process) should be 
reviewed end acted upon within 15 days of receipt. These provisions apply only to 
those applications received after December 23, 1985. 

The FmHA guaranteed faim loan program must be responsive to the needs of borrowers 
and lenders and must provide, under reasonable conditions, for payment of guaranteed 
proceeds of a defaulted loan prior t-o completion of the liquidation process;. 

Appeals 

FmHA borrowers, loan guarantee recipients, and applicants for loans and guarantees 
who hav* been directly and adversely affected by a decision of the Secretary must 
receive written notica of the decision an) must be provided the- opportunity for an 
informal meeting and a hearing. The appeal procedure must be included in the 
ikotice. Applicants have the right to examine their loan files and to be represented 
dvi'ing any informal meeting or hearing. 

The Secretary must study the administrative appeal procedure used in FmHA larm loan 
programs :nd report the findings to Congress by September 1, 1986. The study must 
examine the number and types of appeals initiated; the extent to which initial 
administrative actions are reversed, modified, or sustained on appeal; the reasons 
for the reversals, modifications, or sustainments ; the number and disposition of 
appeals where lawyers are present; the amount of time required to complete an appeal 
and the reasons for delays; the feasibility of using administrative law judges in 
the appeal process; and the desirability of electing FmHA county commit cee members 

Diiipositicn and Leasing of Fr.rmland 

Farmland acquired by the Secretary must be sold or leased (in that order of 
priority) to operators of not larger than family-size, farms provided the sale price 
reflects the average annual income expected from farming the land; the sale will not 
adversely affect local farrland values; and the ''alb or lease will not adversely 
affect acreage allotments, marketing quotas, or assigned acreage bases. The 
Secretary may also use leases with options to buy, installment sales, or other 
similar devices. When leasing the land, USDA must give special consideration to the 
pre> ious owner or operator if the person has sufficient financiftl resources, 
management skills, and experience as determined by the Secretary to assure a 
reasonable chance of success. 

If two or more qualified applicants want to buy or lease the same piece of land, the 
local FmHA county committee will select the ojierator by majority vote. Large parcels 
must be subdivided into family-sized tracts, and specific conservation practices may 
be required on highly erodible land as a condition of sale or lease. If the 
Secretary decides to administer farmland through management contracts, the contracts 
must be offered on a competitive bid basis with preference given to small businesses 
in the area. The Secretary must have implemented these provlsioriS by March ?3, 1986 
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Release of iiormal Income Security 

The Secretary n«,'s'. release from normal income security (that is, remove the lien on 
proceeds from the normal sale of farm commodities and livestock) an amount 
sufficient to meet essential household and operating expenses. The release need not 
be made if the loan has been accelerated. 

PlnanclAi Statements and Plans 

ProHA must provide a loan summary statement to a borrower, upon request, describing: 
the status of the borrower's loans during the summary period. The statement must 
include the amount of principal outsti^nding at the beginning of the summary period, 
^he interest rate, the amount of payments made, the amount of principal and interest 
due tt the end of the period, any delinquencies, a schedule of paym^int dates and 
amounts, and the procedure for obtaining additional information. 

The Secretary must study the appropriateness of FmHA's farm and home plan. If the 
plan is inappropriate, the Secretary should evaluate alternative forms, the need for 
a new plan, and the steps to be taken to improve or replace the current form. The 
report is Cue to Consress by April 2*\ 1986. The Secretary cannot use or require 
the FmHA coordinated financial statement in connection with loan applications 
submitted after December ?3, 1985. 

Authorized Loan Amounts 

Tuble 9 ou'-lines the loan levels authorized by the 1985 Act for fiscal years 
1986-88. No more than 25 percent of the amounts authorized for guaranteed ownership 
and operatirg loans may be transferred to the authorizations for direct loans in 
each of the fiscal years. Twenty-five percent: of direct ownership and operating 
loans made in any fiscal year must be to low- income, limited resource borrowers; the 
minimum level had beer 20 percent under previous legislation. 

Debt Restructuring and Consen^ation Easements 

The Secretary may acquire and hold an easement on real estate for conservation, 
recreational, and wildlife purposes provided the term of the easement is at lenst 50 



TabU »-f«HA IMT 


authorisation l#velS| 


fiscal years 1986-^ 




Type of loan 




1967 


1988 






m\\\w\ dollars 




Farm ownership and operatlns loans 
Olract owi>«rshlp« not less ihan 
Direct operating 
Total direct loans 


4,000 
260 
1,740 
2,000 


4,000 
195 
1,505 
1,500 


4,000 
150 
870 

1,000 


toarentaed ownership^ oot 9%ss than 
9Uv%rantaed operatlna 
Total guarantaed loans 


260 
1,740 
2,000 


525 
2,175 
2,500 


590 
2,610 
5,000 


Cmrgoncy loans« diract or guaranteed 


1,500 


700 


600 


Water and waste disposal loens» direct 


540 


540 


540 


•uslims and Industrial loens« guar^i-Nwd 


kM) 


250 


250 


OoiMaunlty fact ii Ivy loans, direct 


115 


115 


1 15 
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years; the property is wetlands, upland, or highly erodlble land, and deemed 
suitable by the Secretary; the property secui 3 any loan made and held by FmHA where 
the borrower Is unable to repay the loan in a timely manner or the land is already 
part of FmHA inventory; and the upland or highly erodible land was planted in row 
crops each year during 1983-85. The terms of the easement will f?pecify the purposes 
for which the land may be used, the conservation measures to be taken, and the 
recreational and wildlife u??€:s to be allowed. Payment for the easement on land 
secured by & loan will be made by canceling the part of the outstanding principal 
corresponding to the proportion of the total acre ige subject to the easement. The 
amount ox canceled principal may not exceed the value of the land on which the 
easement is acquir«^d. Loans made after December 23, 1935, are not eligible for 
these easements. 

Interest Rat^ Reduction Program 

Effective December 23, 1985, through September 30, 1988, the Secretary iflust provide 
c program to reduce interest rates on FmHA guaranteed loans. The Secret«iry will 
contract with lenders to reduce the interest rate on a loan by a specified minimum 
amount for a period uot to exceed the remaining loan term, or 3 years, tirtiichever is 
shorter. The Secretary wilx pay up to half the cost of reduction to a maximum 
payment equal to the cost of a 2-percent rate reduction. To be eligible for the 
iFi^-erest reduction, a borrower must be unable to obtain sufficient credit elsewhere, 
be otherwise unable to make payments on the loan in a timely manner, and have an 
estimated cash income that will equal or exceed the estimated expenses for the 
upcoming 12 months- The total cost of the program may not exceed $490 million. 

Homestead Protection 

In the event of foreclosure by the Secretary or the Administrator of the Small 
Business Administration, bankruptcy, or voluntary liquidation to avoid foreclosure 
or bankruptcy, a farm borrower may, on request, be allowed to retain tne principal 
residence and a reasonable amount of adjoining land for a period of 3 to 5 years for 
family sustenance. The borrower must apply for occupancy by December 23, 1988, pay 
reasonable rent, and maintain the property during the ^^rioi]. To be eligible, the 
borrower mwst have exhausted all other remedies for loan extension or restructuring; 
sola at least $40,000 of farm products annually in at least ? yea during 1981-85; 
received at least 60 percent of gross annual income from farming during at least 2 
of the 5 years; and occupied the residence and engaged in farming or ranching during 
the 5- year period. At the end of the rental period, the borrower is given the first 
opportunity to reacquire the property 

Rural Utilities 

Eligibility for borrowing at a Farm Credit System Bank for Cooperatives is expanded 
to include cooperatives or other entities (es well as thej.r subsidiaries) that have 
received a Ijan, loan commitment, or loan guarantee ft'om the Rural Electrification 
Administration (REA); have received a loan or commitment from Ihe Rural Telephone 
Bank; or have been certified as eligible for a loan by the REA administrator. C .ly 
rura^ utility cooperatives that had 60 percent of their voting control held by 
farmers, aquaculcure producers, or other eligible cooperatives were previously 
eligible to borrow from a Bank for Cooperatives. 

Rural Development and Finance Corpora\.ion8 

During fiscal year 1986, the Secretary will guarantee loans made ty public agencies 
or private organizations to nonprofit national rural development and finance 
corporations that establish ^>f filiated statewide progranis to provide financial 
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assictance to nral businesses. These corporations jnust demonstrate the ability and 
financial commitment necessary to carry out the objectives. Twenty million dollars 
from tho Rural Development Insurance Fund will be used for the loan guarantees until 
exhausted. Grants will also be available to the corporations during fiscal year 
1986 for establishit.g rural development programs that complement the loan guarantees. 

frotection for Purcaasers of Farm Products 

Certain state laws permit lenders to enforce liens against a purchaser of farm 
products even if the purchaser does not know the sale violates the lender's security 
interest and the purchaser lacks any practical method of discovering the existence 
of such interests. Congress determined that these laws subject purchasers to double 
payments and that these doubla payments inhibit competition and obstruct interstate 
commerce of farm products. Therefore, the 1985 Act includes new "clear title" 
provis'ons to remove such obstructions. 

Flach State may create a statewide central filing system which would be operated by 
the State's Secretary of State. USDA would certify such a system if it met the 
following requirements: lenders would file financial statements, signed by both the 
lender and debtor, with the Secretary of State's office; alJ statements would be 
compiled mfo a master list organized by type of commodity; buyers, commission 
merchants, ad selling agents would register with the office; and the Secretary of 
State would then regularly distribute to the buyers, merchants, and agents the 
sections of the master list that cover the farm products in which they indicated an 
interest. Buyers could also request infonrtation on a specific producer. 

Effective December 23. 1986. a buyer who buys farm products in the ordinary course 
Of business from producers will receive the commodity free of security interests 
even though the lien could be enforced and the buyer knows of its existence, with 
the following exceptions Buyers would be subject to thj liens if they received 
written notice of the security interest from lenders or producers within 1 year of 
the purchase, faild to pay for the commodities, failed to register with the 
Secretary of State (in States that have a central filing system) when the leader had 
a financial statement on fiJe. or received the sections of the master list in which 
they expressed a interest from the Secretary of State and did not secure a waiver 
or release from the lender. These provisions will also apply to commission 
merchants and selling agents who sell farm products for others. 

A lender, as part of loan agreement, may require a list of buyers, commission 
agents, an selling agents to or th-ough whom the producer may sell the farm 
products securing the lean. A producer will be fined $5,000 or 15 percent of the 
value of the products sold, whichever is greater, if the product? are sold to a 
person not on the list, unless the producer notifies the lender xn writing of ♦^he 
juyer's identity at least 7 days prior to the sale or accounts for ♦^he salas 
proceeds to the lender not later than 10 days after the sale. 

Other Provisions 
The credit title also includes the following previsions. 
Recordkeeping for Limited Resource Borrowers 

FmHA may now ir.ake operating loans to li.utted resource borrowers who have real estate 
loans to pay tor training in farm and ranch recordkeeping. 
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County Comnitteds 



Two of the three PmHA county committee members must now be elected by local farm 
operators, Wnile the third member is appointed by the Secretary. The Secretary had 
previously appointed all three. Committee members will continue to serve 3-vear 
terms. FtnHA county committees meet monthly to review loan applicatiors and 
determine fpplicant eligibility. 

Study of Federal Farm Credit System 

The Farm Credit Administration must study the need for an ii surance fund to rotect 
against losses and stabiUze the financial condition of the Farm Credit Systtn . The 
findings are due to Congress by June 21, 1986. 

Small Farmer Training and Technical Assistance 

The Secretary must maintain the FmHA Small Farmer Training and Technical Assistance 
Program at current levels for fiscal years 1986-88. 



TITLE XIV: AGRICULTJRAL iiFSEARCH, EXTENSION, AND TEACHING 

Title XIV amends the National Agricultural Research, Extension and Teaching Policy 
Act of 1977, as amended, and other statutes relating to research, extension, and 
teaching programs. Most of the provisions are permanent legislation, except for 
funding authorizations, and need no continuing authority. However, some changes in 
existing programs have been made, most expiring provisions are continued, and some 
new programs are added. 

Responsibilities of the Secretary 

The Secretary must coordinate efforts of State cooperative institutions and 
Extension Services, the Joint Cout il on Food and Agricultural Science, the National 
Agricultural Research and Extension Users Advisory Board, and other appropriate 
institutions in assessing the status of, and developing a plan for, the transfer of 
new technologies, particularly biotechnology, to the farming community. Small- and 
medium-sized farms are to be given special emphasis. The Secretary must also 
establish appropriate controls over the development and applied u^es of 
biotechnology in agriculture. 

Councils end Boards 

The 1985 Act continues author .-ion of the Joint Council on Food and Agricultural 
Sciences, the National Agricultural Research and Extension Users Advisory Board, and 
the Animal Health Science Research Advisory Board. A new provision would require 
the Secretary to appoint one food technologist to ine Joint Council. 

Grant Authority and Funding 

The amount available for "high priority" competitive research grants is increased 
from $50 million to $70 million per year for fiscal years 1986-90. Grants awarded 
under the Research Facilities Act are on a matching fund basis, with the Secretary 
determining the matching requirement. Authorized funding for grants to eligible 
institutions is $20 million annually for fiscal years 1986-90. The Secretary must 
report to Congress annually concerning institulions ineligible to participate 
because of failure to repay. The annual funding authority for grants end 
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fellowships for food and agricultural science education continues at $50 million 
through fiscal year 1990. Annual authorization for funding animal health and 
disease research programs remains constant at $60 million. Panels that review 
applications for grants are exempt from provisions of the Federal Advisory Committee 
Act. 

Grants for Research and Extension at 1890 Land-Grant Colleges 

Tlie 1985 Act extends indef . nitely the requirement that at least 6 percent of the 
total funding each year uncsr- the Smith-Lever Act be used for extension work at 1890 
land-grant colleges as well as the Tuskegee Institute. The authorized funding 
levels for grants to upgrade 1890 land-grant college extension facilities, including 
the Tuskegee Institute, is $10 million annually through fiscal year 1990 for 
assisting in the purchase of equipment and land, construction, alteration, or 
renovation of buildings; and providing facilities to conduct extension work in their 
respective States. Federal funds cannot be used to pay overhead costs of the 
eligible institution. The Secretary must deduct from the next succeeding annual 
allotment any carryover of funds in excess of 5 percent of the preceding annual 
allotment made to that institution. 

Federal and State Partnerships 

The Secretary should designate at least one State cooperative institution to conduct 
policy research on emerging technological, economic, sociological, and environmental 
effects on the structure if agriculture. This research -nust specifically examine 
the role of food production, processing, and distribution systems on the use of 
diversified farm plans; energy, water, and soil conservation technologies; 
cooperatives; and rural community resource management by small- and medium-sized 
family farms. The Secretary should also designate one State agricultural experiment 
station and one 'ricultural Research Service (ARS) facility to examine the issues 
of reducing farm input costs; improving soil, water, and energy conservation on 
farms and in rural areas; using sustainable agricultural methods; adopting alter- 
native processing and marketing systems; and encouissing rural resource management. 

Grants for International Tradr* Davalopaant Centers 

The ^Secretary must operate a program that makes «;rants to States for creating or 
expanding international agricultural trade development centers in the United 
States. Grants will be on a matching formula of 50 percent Federal funds and 50 
percent state funds. The State -share may include funds from local governments and 
private sources. The Secretary must give preference to existing international trade 
development centers and to land-grant colleges and universities that have continuing 
agricultural programs, that use ar interdisciplinary approach, that State and 
Federal agencies operate jointly, and that have an effective communication system to 
conduct international conferences and trade negotiations. Activities of these 
centers m-ry include establishing permanent data bases that contain information on 
international marketing and problems facing e>por jrs within foreign countries (such 
as language barriers, identification of government representatives, transportation, 
insurance, and financing), and housing exhibits that can be used for trade seminars 
and trade negotiations. 

Agricultural Information and Persornel r ^change with Ireland 

The Secretary must undertake discussions with representatives of the Government of 
Ireland to provide for a sreater exchange of agricultural, scientific, and 
educational information, techniques, and data; and to promote joint investment 
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ventures, cooperative research, and expansion of trade. Agricultural producers, 
students, teachers, and agribusiness personnel titust be included in the exchange. 

Extended Contractual Powert 

Cooperative agreements may serve as legal instruments between USDA and State 
cooperative institutions. State departments of agriculture, colleges, universities, 
other research or educational institutions. Federal or private agencies or 
organizations, or individuals. USDA may establish cost-reimbursable agreements with 
State cooperative institutions, without competition, to acquire goods or services, 
including personal services, or to carry out agricultural research, extension, or 
teaching activities. Reimbursable costs may include direct costs or performancu and 
indirect costs not to exceed 10 percent of the direct cost. 

Technology Development Research Program 

The Secretary may enter into cooperative agreements on a shared cost b .sis — 
50-percent matching funds — or allow the uce of a Federal facility or service on a 
cost-sharing or cost-reimbursable basis to develop new agricultural technologies 
that can be used on small- and medium-sized farms. Fui4ding to support the special 
technology development research program will not exceed $3 million annually (fiscal 
years 1986-90) from funds appropriated for ARS. A project may not receive more than 
$50,000 per fiscal year or more than $150,000 in total. 

Supplemental and Alternative Crops 

The Secretary must initiate development and implementation of a research and pilot 
project program for SMpplemental and alternative crops, beginning October 1, 1986. 
This program will examine the adaptability of supplemental and alternative crops, 
establish pilo'; projects in areas of declining demand for traditional crops, 
establish processes for transferring research to onfarm practices, and establish 
processing, storage, and transportation facilities for pilot projects ag' determined 
by the Secretary. The pilot program may also conduct comprehensive resource and 
infrastructure assessments, develop and expand domestic and export markets for the 
crops, and provide technical assistance to farm owners, operators, and marketing 
cooperatives. 

Aquaculture 

The 1985 Act makes nonprofit private research institutions eligible to participate 
in aquaculture assistancf programs. Funding for the assistance programs is 
authorized at $7.5 million annually for fiscal years 1986-90. Ho more than 50 
percent of a State* s retching grant may be made as an in-kind contribution. The act 
expands eligibility for aquaculture research, development, and demonstration centers 
to include nonprofit private research institutes. State agricultvral experiment 
stations, colleges, and universities with aquaculture research capacity. The 
Secretary must, to the extent practicable, locate aquaculture centers so that they 
represent regional aquaculture opportunities in the United States. 

Funding for Agricultural Research Progr&iui, Bxtension Education, 
and Federal Agricultural Reaearch Facilities 

The 1985 Act authorizes genera.' funding for agricultural research through fiscal 
year 1990. The amount of funding increases from $600 million for fiscal year 1986 
to $6A0 million for fiscal year 1990. Funding authorizations for research at State 
agricultural experiment stations are also continued through fiscal year 1990. The 



ERIC 



authorization level Increases from $270 million in fiscal year 1986, to $310 million 
in fiscal year 1990. Extension program funding continues through fiscel year 1990, 
increasing from $370 million in fiscal year 1986 to $420 million in fiscal year 1990. 

The 1985 Act also authorizes funds for Federal agricultural research facilities for 
fiscal years 1988-90 for planning, constructing, and repai,.ing buildings and for 
buying or leasing land by ARS, with planning limited to $500,000 and total cost 
limited to $5 million. The Secretary must submit to Congress a report on 
construction activity by location within 60 days of the end of each fiscal year. 



Soybean Rageareh Advisory Institute 
Th« 1985 Act repeals authorization for this institute. 



Smith-Lever Act 



The Smith-Lever Act provides that Cooperative Extension work consists of developing 
practical applications of research and of providing instruction and practical 
demonstrati: .s of existing or new technologies or practices in agricultur«,, 
including the use of solar energy, home economics, and rural energy. The Secretary 
may conduct educational, instructional, demonstration, and publications distribution 
programs. Such programs will be on a matching basis between the Extension Service 
and private industry or individual funds (no more than 0.5 percent of the funds 
appropriated to the Extension Service may be used to mctch funds for this 
provision). A report due to Congress on December 23, 1987, will show progress of 
these programs and mahe recommendations regarding how similar private sector 
initiatives could be used by the Extension Service. 



Markat Kxpansion togearch 

The Secretary, using available funds, must increase USDA research programs that 
are directed at developing technology to overcome barriers to expand sales of U.S. 
agricultural coiaroodities and products in domestic and foreign markets. Research 
programs for developing procedures to meet plant quarantine requirements and to 
improve the transporting and handling of perishablfc agricultural commodities must 
also be expanded. The Secretary must a" 'o conduct research on formulating new uses 
for farm and forest products, particularly industrial and value-added products. The 
Federal share must not exceed 50 percent of the cost of each project and may not be 
less than $10 million annually. 



.>esticid« Reaistanc* Study 

The Secretary should study the detection and management of pesticide resistance. 
The study should review existing efforts to examine and identify the mechanisms, 
genetics, and ecological dynamics of target populations of insect and plant pests 
Vhich are becoming resistant to pesticides. The sturdy must review existing efforts? 
to monitor current and historical patterns of pesticide resistance and develop a 
strategy for establishing a national pesticide resistance monitoring program, 
invGlviuB Federal, state, and local agencies, and the private sector. Tie study is 
due to the President and Congress by Decemter 23, 1986. 



Critical Agricultural Matarials 



The 1985 Act amends the Critical Agricultural Materials Act to require the Secretary 
to carry out demonstration projects to promote the development or coiranercializatiou 
of native agricultural crops that could supply critical agricultural materials for 
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strategic and industrial purposes. The Secretary may use grants, contracts, or 
cooperative agreements with any person or institution, and make available 
commodities fro CCC stocks on a reimbursable basis to carry out this project. 



expansion of Education Study 



The 1985 Act authorizes the Secretaries of the Departments of Agriculture and 
Education to expand the Study of Agricultural Education on the Secondary Level 
currently being conducted by the National Academy of Sciences. The expanded study 
would include the potential use of modern technology in teaching agricultural 
programs at the secondary school level and the recommendations of the National 
Academy of Sciences on how the technology can be most effectively used in teaching 
agricultural programs. 



The Secretary must provide special grants to education and counseling programs that 
develop income alternatives for farmers who have been adversely affected by the 
current farm and rural economic crisis or displaced from farming. These programs 
will consist of education and counseling services that assess human and nonhuman 
resources; assess income alternatives; identify opportunities available for farmers 
in the local community, county, and State; implement financial planning and 
management stra ^gies; and match such farmers with specific opportunities, such as 
new businesses, other off-farm jobs, job search programs, and retraining skills. 
The Secretary may also provide support to mental health officials in developing 
outreach programs in rural areas. The grants must be issued between December 23, 
1985, and December 23, 1988. 



The Secretary* s annual report to Congress on the status of the family farm is 
expanded to include several new topic areas: 

0 Information on how existing agricultural and agriculture-related programs are 
being administered to strengthen the family farm in the United States. 

0 An assessment of how current and proposed credit laws and Federal income, 
excise, estate, and other tax laws affect the structure of, returns to, and 
investment opportunities of farm owners, both foreign and domestic. 

0 Identification and analysis of new food and agricultural production and 

processing developments, eppecially in the area of biotechnology. The analysis 
must evaluate the potential effect of such technological developments on the 
economic structure of che family farm system, the competitive status of 
domestically produced agricultural commodities and foods in foreign markets, 
and the achievement of Federal agricultural program objectives. 

0 An assessment of the credit needs of family farms and the extent to which those 
needs are being met. 

0 An assessment of hew economic and trade policies of the United States affect 
the financial operation of. and prospects for, family farm operations. 



Grants for Financially Stressed and Dislocated Farmers 



Annual Report on Family Farms 
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o An assessment of the effect of Federal farm programs on farmers who de. ve most 
of their income from nonfarm sources and farmers who derive most of tht 
income from farm sources. 

o Other information that would aid Congress in preserving and strengthening the 
family farm system of U.S. agriculture. 

Human Nutrition Research 

The Secretary must submit to Congress, by December 23, 1986, a comprehensive plan 
for implementing a national food and human nutrition research program, including 
recommendations relating to research directions, educational activities, and funding 
levels necessary to carry out the plan. The Secretary must also submit a report on 
USDA's human nutrition research hot later than 1 year after the plan is received, 
and annually thereafter. 

The 1985 Act also requires the Secretaries of the Departments of Agriculture and 
Health and Human Services to jointly assess existing scientific literature and 
research on the relationship between dietary and blood cholesterol and human health 
and nutrition and the role of dietary calcium and its importance in human health and 
nutrition. Both Secretaries must report their assessments and recommendations for 
further research (including budget estimates) to Congress by December 23, 1986. 

Agricultural Productivity Research 

Title XIV authorizes a new agricultural productivity research program. One purpose 
of the program is to facilitate and promote scientific investigation to improve 
productivity, maintain soil fertility, reduce soil erosion, and conserve energy and 
mitural resources. Another purpose of the program is to facilitate research of 
agricultural production systems that are located in areas possessing various soil, 
climatic, and physical characteristics; that have been managed using farm production 
practices that rely on purchased items or on conservation practices; and that can 
shift from purchased inputs to natural production practices. 

To carry out these objectives, the Secretary liiust identify and classify existing 
information and research reports on agricultural productivity, including information 
related to legume-crop rotation; the use of green manure, animal manures, and 
municipal wastes in agricultural production; soil acidity; liming; intercropping; 
the role of organic matter in soil productiv/i ty and erosion control; the effect of 
topsoil loss on soil productivity; and biological methods of weed, disease, and 
insect control. The Secretary must then identify which reports provide useful 
information and make these available to farmers and ranchers through the Extension 
Service. The Secretary mufct also identify g%ps in the information and carry out 
research to fill them. 

The Secretary, in cooperation wi^h if'ederal and State research agencies and 
agricultural producers, will conduct research projects that are broadly 
representative of U.S. agricultural production, including small farms. These 
projects may involve crops, soils, production methods, weeds, insects, and 
diseases. Projects that emphasize planting a sequence of crops roust last 5-15 
years. USDA must ensure that farmers and ranchers are aware of projects being 
conducted and that the projects are open for public observation. 

The Secretary must submit a report to Congress not later than June 21, 1986, 
describing the design of the research projects; not later than March 23, 1987, 
describing the results of the literature search; and not later than Ajril 1, 1987 » 
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and each April 1 thereafter, describing progress of projects conducted under this 
prosram. The annual reports must summarize and analyze data collected and recommend 
new research. Information from these research projects will be made available to 
the public through Federal and State Extension Services. 



TITLB ZV: FOOD STAMP AVD RBLATBD PROGRAMS 

Title XV is divided into three subtitles: food stamp provisions, commodity 
distribution provisions, and nutrition and miscellaneous -provisions. The first 
subtitle continues the Food Stamp Program (FSP) through September 30, 1990, with 
major changes as sumniarized below. The second subtitle extends the Temporary 
Emergency Food Assistance Program (TEFAP) through September 30, 1987. The third 
subtitle authorizes expanded food, nutrition, and consumer education programs and 
expands nutrition monitoring of the needy. 

Food Staaq) Eligibility and Benefits 

The 1985 Act amends several provisions of the Food Stamp Act of 1977 relating to 
eligibility requirements and benefits of the FSP. Figure 7 illustrates the use of 
the Food Staiq) Program, by State, for fiscal year 1984. 

Residents of publicly operated community mental health centers were eligible to 
participate in the FSP during fiscal years 1984-85; the 1985 Act makes the 
eligibility permanent. Only narcotic addicts or alcoholics who lived under the 
supervision of a private nonprofit institution for participation in a dr;ig or 
alcoholic treatment program had been eligible for food stamps before the legislated 
changes. The 1985 Act also authorizes these centers to accept food stamps. 

The 1985 Act expands the definition of disabled persons. Households with diesbled 
.members are permitted a medical care deduction and an unlimited excess shelcer cost 

eduction. Gross income less deductions equals net i^'come, %^ich is used in 
determining eligibility and benefit levels. The expanded definition of disabled 
will include the following: 

o Recipients of State-financed 

Supplemental Security Income (SSI) 
benefits who do not receive 
Federal SSI benefits. The State 
SSI benefits muse be based on SSI 
disability criteria or criteria 
used under pre-SSI programs for 
aid to the permanently and totally 
disabled and blind. 



o Recipients of public disability 
retireiUont pensions who hav^ a 
permanent d inability based on 
special Social Security 
Administration rules. 

o Veterans receiving penrions for 
nonservice-connected disabilities . 



o Recipients of railroad retirement 
disability annuities who must meet 



Figure 7 

Average Monthly Participation in the Food 
Stamp Program, by State, 1984 



Thousand participants 




64 

50 



Social Security Administration disability criteria to receive their annuity or 
qualify for Medicare. 



Households in which all members receive paymerts under either the Aid to Families 
with Dependent Children (AFDC) Program or the S^I Program will b^ automatically 
eligible to receive food stamps through September 30, 1989. Thete households will 
not have to neet the income standards or asset standards that otheL households must 
meet to qualify for food stamps. These households will not be terminated from the 
FSP solely on the basis of termination from the AFDC or SSI programs. The Secretary 
must report to Congress by December 23, 1937, on i-^e effect of categorical 
eligibility on program administration, error rates, eligibility levels, and benefit 
costs. 

ThP portion of an educational grant, loan, or other educational assistance that is 
used to pay tuition and mandatory fees for postsecondary education will be excluded 
from household income for the purposes of determining eligibility and benefit 
levels. The exclusion previously applied only to students in institutions of higher 
education. Educational loan origination fees and insurance premiums will also be 
excluded. Farmers may now reduce their countable income by the losses incurred from 
their self-employed farm operations. Earnings from on-the-job training programs 
under the Job Training Partnership Act will count as earned income, except for 
dependents under age 19. The earned income deduction will increase from 18 percent 
to 20 percent of earned income, effective May 1, 1986, This deduction compensates 
households for mandatory work-related expenses such as taxes and union dues. 

Effective May 1, 1986, the combined deduction for actual dependent care costs and 
excess shelt-rr ^v»sts will be separated. The maximum deduction for dependent care 
costs will be $16C per month with no adjustments for inflation or geographic 
variations. The maximum excess shelter cost deduction will be $147 per month in the 
48 contiguous States and the District of Columbia. The deductions for Alaska, 
Hawaii, Guam, and thj U.S. Virgin Islands will reflect the differences in their 
shelter costs. The maximum deduction will continue to be revised e&ch October uased 
on changes in the shelter costs of the Consumer Price Index for all urban 
consumers. The maximum combined monthly dependent care and excess shelter cost 
deduction was previously $139 in the 48 contiguous States and the District of 
Columbia, $242 in Alaska, $199 in Hawaii, $169 in Guam, and $102 in the U.S. Virgin 
Islands. 

On May 1, 1986, the $1,500 asset limit for nonelderly households increases to 
$2,000. Assets include cash and resources that can easily be converted to cash such 
as checV.ing and savings accounts, stocks, and bonds. Only the equity value or the 
portion of the fair market value exceeding $4,500, whichever is more, of certain 
vehicles will be counted as an asset. The $1,500 asset limit for households 
composed of one elderly person only rises to $3,0^ Under previous legislation, 
the $3,000 limit applied only to households of two or more persons, when at least 
ok.e of the persons was age 60 or over. 

The 1985 Act specifies that if a household member other than the head of the 
household does not comply with certain work requirements, then only that household 
member is barred from the FSP. Previous legislation disqualified an entire 
household if any household member failed to comply with the worx requiraments . If 
the household head fails to meet the work requirements, the entire household is 
still disqualified from receiving food stamps. The normal disqualification period 
for failing to meet the work requirements is 2 months. Each adult member of a food 
stamp household must repay the value of food stamps that were overissued to the 
household. 
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Household heads age 16 and 17 will no longer be automatically exempt from meeting 
the work requirements. These persons must comply with the work requirements if they 
are not attending* school at least half-time or participating in an employment and 
training progr^. Previous legislation did not impose the work requirements on 
persons under ag^ 18. 

Sta^e agencies must provide a means for certifying and issuing foo'l stamps to 
eligible homeless people and to ensure that only eligible hoiaeless people 
participate in the FSP. States will be prohibited from participating in the Food 
Stamp Program if the Secretary determines that State or local sales taxes are 
collected for food purchased with food stamps. This provision becomes effective on 
October 1 of the calendar year in which the State legislature next meets for a 
regular session. The Secretary may extend this date, if necessary, but to no later 
than October 1, 1987. 

The existing pilot projects that provide cash rather than food coupons to households 
composed entirely of persons age 65 or over or persons eligible for SSI will 
continue through September 30, 1990, at the request of the States. These pilot 
projects would have ended December 31, 1985. 

States may stagger issuance of food stamp benefits throughout the entire month as 
long as no household goes longer than AO days without receiving food stamps. 
Previous legislation had required States to issue food stamps during the first 15 
days of the month. The Secretary must require States to issue food stan?) benefits 
through specified alternative methods if the methods improve the integrity of the 
program. Previous legislation allowed alternative methods for issuing food stanq? 
benefits at the discretion of the Secretary. 

The Secretary may allow States to test simplifi<:d applications for food stamps and 
standardized benefits in five statewide and five local sites. In these sites, 
households with members who receive AFDC, SSI, or Medicaid benefitp will be eligible 
to receive food stamps regardless of the household's income and asset lev<>l, as long 
as the income does not exceed 130 percent of the Federal poverty level. Benefits to 
these households would be based on the size of the household and the AFDC benefits, 
the income eligibility standard for Medicaid, or State option, the AFDC or 
Medicaid needs standards. However, the average food stamp benefits may not be less 
than the average that would have been provided under regular procedures. 

States may collect the value of food stamps that were overissued to recipients 
through unemployment compensation agencies. State food stamp agencies would 
reimburse these agencies for the cost of collecting overpaid food stamp benefits. 
As with other means of collection in cases of intentional violation. States can keep 
50 percent of the money collected. 

Food Stamp Funding Levels ^•^^^ ^^'^^^^ funding for the 

Food STiMp ProgrM J|_/ 

The 1985 Act provides funding ceilings Fiscal year Funding level 

for the FSP through fiscal year 1990 



(table 10) . In determining these Bit I ion dollars 

levels. Congress used Congressional 



Budget Office estimates of the ccst of 



1986 13.037 

1987 i3 936 

the Food Stamp Program (including I9ea 14.741 

effects of the 1985 Act) and added 3 | 989 I5!435 

percent to the estimate in fiscal year '990 15.970 

1986, 5 percent in fiscal year 1987. 6 1 / inc l udes Fuerfo Ri co's nutr i t i on ass i slance 

percent in fiscal year 1988, and 7 bloct yrant. 
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percent in fiscal years 1989 and 1990. The tota's inclu'^e the annual allocation for 
Puerto Rico's nutrition assistance block grant. 

The Secretfiry must make reductions in any fiscal year when benefit requirements will 
exceed the authorized funding levels. Under provi:>us legislation, the Secretary was 
requir^l to reduce benefits when benefit requiremente exceeded the funding provided. 

Kmployr^ent and frainins Prosramis 

Bach State roust implement an employment ^nd training program by April 1, 1387, to 
assist food stamp recipients in obtaining skills, training, and experience that will 
increase their chances of finding employment. A State nay disqualify a person from 
the FSP for refusing to par\:ic:pate in an employr^ent and training prog am. 

empl^vnent and training pro^jram is defined as a program that meets at least one 
of the foi^cwin^ requirements: 

o Job search programs with terms and condition^ comparable to those for job 

6;jirch in the Aid to Fu.niliebi with Depencent Children (.AFDC) ?^ozru ^. However, 
the State is not ^e^^ired to pay particii^^nt expenses in excess of $25 per 
month per partic pant and may require a job search at the tine of the 
application. 

o Training programs determined by the State to enhance the ability of food stamp 
recipients to search for jobs or obtain employment. 

o workfare prograitis as des^cribed in the Food Stamp Act. 

o Programs \, t pr<.vide work a..Tierience or training or both and that enable 

program participants to rove proiirptly into regular public or private employment. 

o Other programs, projects, or experiments such as supported work prograir.=^, as 
approved by the Si ^rotary . 

the States *rill design employiArnt and trar \ir% programs subject to the approval of 
the Secretary Work assignments under th urogram roust serve a useful public 
purpose and should t'^^e into consideration the participant's prior training, 
experienc^.^ and skill, if possible. Under no circumstances should the work 
838ignment8 in the employment an^ training program lead to the (fismissal of workets 
not participating in the program. Work prcj^rams must provide participants the same 
benefits and working conditions as nonparticipants who perform comparable work for a 
similar number of hours. 

A participant i? required to work a number of hours equul to the household's monthly 
food stasap benefit divide^! by the Federal or State minimum wage, whichever is 
higher. Tho total number of **equired work hours, including any training program or 
other employiuent, cannot eXv^eeu 120 per month. The 1985 Act requires the States to 
reiniburse all participants in tlia employment and training program for iheir actual 
transportation costs and other costs that are reasonably necessary and »Urectly 
related to theit participation in 2 program. However, the States may limit the 
reiribursewent to $25 per oonth per participant 

The States may establish employmeut . training programs where participation is 
voluntary. Persons exempt from the program must be permitted tu participate to the 
extent the State Jt ^ermines it to bo practicable. The States mi»y exempt ersons 
from ^>articipating if participation would be iit?.ractic»ible ror a numbe' uf reajuus 



ERLC 



83 



including lack of job readiness and employability , the remote location of work 
opportunities, and the lack of child care. Entire categories of food stamp 
recipients could be exempt if a State deterrainas that a participation require: nt 
would be impracticable due to lack of work opportunities and the cost effectiveness 
of requiring participation. For exanple, all recipients in a specified geographic 
area with high levels of unemployment could be exempt from an employment and 
training program. Recipients participating in the FSP for fewer than 30 days could 
also be exempt, subject to the Secret ai/'s approval. 

The 198"^ Act requires the Secretary to take the following actions concerning 
establishing and implementing £n en^ployment ard training program: 

0 Issue guidelin is to ensure that emT).loyment and training programs are provided 
to native Amer.ians on reservations. 

o Set performance standards thb designate the ..limmum proportions of nonexempt 
persons subject to the work rinaif aments . Ihbse standards mu^t be in place 
within 18 months after impl:juienti».g an employirtent and 'I'/aining progran». Ine 
standards cannot exceed bO percent of nonexempt persons through September 1989. 

o Vary performance standards based on differences in the types of persons 
required to participate and the type of employment and raining program 
established. The performance standards m^^st reflect the cost to the States and 
the extent of particip- ticn by persons exempt from the program. 

o Consider voluntary participation and other factors such as reduced food sta:.. 
participation, when determining if a Stat^i complied with the performance 



o Ensure that States mett the employment av^ training prograr requirements 
outlined in their State plais. Tne Secretary may withhold Federal ^»nds 
for food stamp adminijtraticn and operation of employment and training programs 
if a State fails to meet, ylthou*^ good cause, the program requirements or 
performance standard. 

0 Allocate to the States, from funds appropriated for L.ie Food Stamp Program, the 
following amounts for operating an emplo^meni and training program: $40 million 
in fiscal year 1986, $50 million in fiscal year 1987, $60 million in fiscal 
year 1988, $75 million in fiscal year 1989, and $75 million in fiscel years 
1990^91. T^e Secretary may reimburse the States for 50 percent of the cost*', 
exceeding those allocated from the above funds 

o Submit a report on the effectiveness of the employment and training programs to 
Congress by January 1, 1989. 



Heads of household? who are 16 or 17 years old will no longer be exempt from 
complying with the workfare program unless the/ are attending school at least 
half-time or enrolled in an einployment or training program The 1?85 Act revises 
provisions for persons exempt from work requirements in the FSP because they are 
participating in a community work experience prograi under the AFDC progra:, . The 
maxiinu:n number of hours of work per month req^^ired vnder the AFDC work program will 
equal the amount AFDC benefits plus the value of food stamps divided by the 
Federal or State iiinimun wage, whichever is higher. Under previous legislation, the 
fuaximum number of work hours pe- Itted did not reflect the receipt of food stampis. 
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Prosram Administration 



The 1985 Act contains several prav.lsions relating to tlie admlnisti. tlon of the FSP, 
either by the States or by USHA. States may now operate the FSP and Coranodity 
Oistr^oution Programs in the same area. Previous legislation had banned the 
Gororaodity Distribution Program from operating in the same area as the FSP. 
Exceptions were where federally donated commodities were distributed to victims o; 
natural disasters or to particip^-tf? in the Commodity Surplemental Food Program, tne 
Food Distribution Program on Indian reserv tlons, or T;ne Temporary Emergency Food 
Assistance Program. 

The Secretary must establish a disaster task force to arsist t>e States in providing 
food stamps as quickly as possible during disasters. The task force wf.ll consist of 
appropriate food stamp, disaster, and related program personnel at n&Monal and 
regional levels. Tht* Secretary will send task force members to diijaster areas wh^n 
it would be cost elfective. The task force will provide technical as,,istanc^^ to 
State and loca^ officials by coordinating policy matters und moniioriiig the 
emergency assistance efforts. 

The Secretary must study the food stamp quality control system to determine the uest 
method for obtaining information that would enable States to improve ptograro 
administration and to provide data for use in withholding Federal funding for 
excessive error rates. Further, thf Secretary must contract with the Katicnal 
Academy of Sciences for an indepenr'ciit study on the quality control system. These 
studies are due to Congress by Decc nber 23, 1986. 

Until June 23, 986, the Secretary may not reduce a State's Federal share of food 
stamp administrative ccsts because the b;ata h&d exccrisive error rates in 
administering the program. The Secretary must rest uct ire the food stamp quality 
control system, publish regulations abjv.t the new t^ystcm before June 23, 1987, and 
begxn implementing the system by Decenbor 23, 1987. The new syst^^ will take Into 
account the results of the two studxf.s the existing quality control tiystem. 

Tho 1985 Act requires the Secretary to develop a roodAl plan on the automation of 
data processing and computerization jf information systems for the FSP. This plan 
must be ready for comments by October 1, 1986 ^ and finalized by February 1, 1987. 
^he States must submit plans ^( improved automated data processing and infonaaticn 
retrieval systems by Octc^ ^987, for the Secretary's approval and begin 

implementing the plans by ober 1, 1988. llie State plans laust be basoU on the 
Secretary's model plan, xne Secretary must submit a report to Congress by April 1, 
1988, iwaluatlng each State's plan. The report will analyze any additional steps 
that each State needs to take to ensure cost- if fective, efficient computer systems. 
The report must be updated periodically. 

Financial x..stltutlons may not charge a fee for redeeming food stamps if fhe stamps: 
are submitted according to Federal Reserve requirements. 

One adult member of all households applying for food stamps must certify in writing, 
under pena)/ y of perjury, that all Information contalnei In the application and 
periodic reports is accurate. The 1985 Let mandates verification of household size, 
where quest I able, and perroitp states to require verification of other information 
that is usee' in d€*^ermiiing eligibility. The Secretary may require states to use 
photograph' o iientif icatir i caria if the use of the cards would preserve program 
integrity fend be cost effective, states may let houstnolds use photographic 
Identification cards issued under another public assistance program. Under previous 
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iesislation, the Secretary could only authorize photographic identification cards if 
the cards were needed in project areas to protect program integrity. 



The Secretary iroast develop standards for periodic review of the hours that food 
staxnp offices ^re open to ensure that employed persons have access to the program. 
Adroiniictrative units will be established in project areas with 5,000 or more 
participating ncv^^ehclds to detect, investigate, and assist in prosecuting people 
suspected of comitting food stamp fraud. 

States rowst encourage food stamp recipients to pari icipate in the Expanded Food and 
Rutriticri Education Program (EFNEP). State agencies should allow EFNEP officials, 
where prac^^lcable, to display inforr^tiop aiout EFNEP in foo(? stamp offices. 

Effective October 1, 1986, applicants and recipients of SSI and Social Security will 
be i.^formed of the as^ailabilit^ of the Food Stamp Program, assisted in making a 
simple application to receive food stamps, and certified for food stamps based on 
information in Social Security files. The Secretary must report to Congress by 
April 1, 1987, On the nature and extent of costs incurred by the Secretary of Health 
and Human Services in providing Food Stamp Program information and simplified 
applications at Social Security Administration offices. 

Puertc ?ico Block Grant T«bi« I l--Auttiorlzed funding l#vels for 

Piwrfo Rloo*s rjfrlflon asslsfanca progrm 

The funding level** authorized for 
Puerto Rico*s nutrition assistance 
block grant program remains at $825 
million for fiscal year 1986 but 
increases in each of the follov/ing 
years (tabl^ !"»). This program was 
initiated in July 1982 to replace the 
Food Stamp Program in Puerto Rico and 
waf; funded at $825 million per year. 



Fiscal year 


Funding level 




Mi II ion dol lars 


1986 


325.00 


1967 


852,75 


1988 


879,75 


1989 


90&.25 


1990 


956,75 



Commodity Programs 

The Secretary may purchase and distribute commodities for use in the Commodity 
Supplemental Food Program, the F;.od Distribution Program (on Indian Reservation;^ and 
in the Trust Territory of the Pacific Islands), and in summer camps, charitable 
institutions, and declared disaster areas through September 30, 1990. TiMe XV 
extends the. authority for commodity purchases and distribution mandated by the 
Agriculture and Consumer Protection Act of 1973, as amended. To provide nutrition 
assistance to the needy, nonprofit organizations (such as schools) receiving 
commoditi . under section 32 o^ the Act of August 24, 1935, may transfer their 
commodities to other nonprofit organizations that can use them without waste or cost 
to lo^z-incoi^e persons. 

Commodity Supplemental Food Program 

The 1985 Act extends authority for the Commodity Supplemental Food Program (CSFP) 
and the ilderly feed ^ pilot projects through September 30, 1990. The act also 
increases administrative funds by 15 percent of the value of bonus and donated 
commoJities outside the food packages. Local agencies .Tiay distribute CSFP 
ccmmoilities to low-income elderly persons if the funds they receive to operate the 
program exceed those necessary for women» infants, and children, subject to the 
approval of the Secretary. Moreover, the Secretary must approve additional CSFP 
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sites if funds are available and if the new sites will not reduce existing 
participation by women, infants, children, or the elderly. 



Commodity Distribution 
The commodity distribution subtitle contains the following provisions. 
Definition of Emergency Feeding Organizations 

Emergency feeding organizations include charitable institutions, food banks, hunger 
centers, soup kitchens, and similar public or private nonprofit agencies. These 
ori^aniiations have priority for receiving commodities and Federal assistance in 
paying for distribution costs. 

Availidibllity and Distribution of Commodities 

The Secretary may distribute commodities to agencies, that operate the Temporary 
Emergency Food Assistance Program (TEFAP) . These c >Tnmodities include, but are not 
limited to, dairy products, wheat or wheat products, rice, honey, and com meal. 
Beginning April 1, 1986, the Secretary must report l.o Congress semiannually on the 
types and amounts of commodities made available fo? distribution under TEFAP. 
Commodities will be available for distribution through the commodity distribution 
programs at no large or credit if they are available in CCC inventories and not 
otherwise committee?, states are encouraged to offer TEFAP in rural areas. 
Department of Defense commissat-y stores may donate surplus, unmarketable food to 
local food banks. 

The 1985 Act extends the National Commodity Processing Program through June 30, 
1987. Under this program, the USDA enters into agreements with processors to 
convert commodities into various end pi^oducts desired by recipient agencies such as 
schools participating in the National School Lunch Program. 

TBPAP Funding 

The authorization level for TEFAP funding $50 million annually for fiscal years 
1986-87. This money must be used for the State and local costs incurred in 
operating the program. Beginning January 1, 1987, the States must match Federal 
funds on a dollar-f or-doUar basis for funds not provide.1 to emergency feeding 
organizations, using cash or in-kind contributions. 3t«ii<is that will not hold 
legislative sesisions by January 1, 1987, will have until October 1, 1987, to match 
TEFAP administrative funds. Lnder the 1985 kjt, TEFAP ends September 30, 198 7. 

TEFAP R:^port8 

The Secretary must sulmit an annual report on the extent that donated commodities 
displace commercial sales. The Secretary also must report to Congress by April 1, 
1987, on the volume and types of commodities distributed under TEFAP; the types of 
State and local agencies receiving the commodities; the populations served by the 
program and their characteristics; the Federal, State, and local costs of commodity 
distribution operationj>; and the amount of Federal funds allocated to cover State 
and local costs. 

Vutrition an6 Misc^llanMus Provisions 

The nutrition and miscellaneous subtitle contains the following provisions. 
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Ca8h-ln-Lieu of Conmodities and Coinaiodi';y Letters of Credit 

The 1985 Act allows school districts which participated in the pilot project study 
of cash-in-lieu of coinmodities and commodicy letters of credit under the National 
School Lunch Program to continue receiving this ^alternative form of assistance 
through June 30, 1987. These school districts may receive honxxL commodities to the 
same extent a'^ other school districts, but only in the form of commodities and not 
cash-in-lieu of commodities or letters of credit. 



Gleaning of fields 

State and local governments are encouraged to enact tax and other incentives for 
producers who allow nonprofit oi&anizations to collect and distribute unharve^ted 
foo<f and for shippers who donate or charge reduced rates for transporting gleaned 
food. 



Food» Nutrition » and Consumer Education 



State Cooperative Extension Services must expand food, nutrition, and consumer 
education programs for low- income persons. States may use the existing Expanded 
Food and Nutrition Education Program in 



operating the expanded program. The 
Secretary must evaluate the 
effectiveness of the expanded program 
and report to Congress by April 1, 
19B9. Authorized funding levels for 
the expanded urogram are shown in table 
12. These f Is supplement any other 
funds alloc* ^ed for State Cooperative 
Extension Service activities for food, 
nutrition and consumer education. 



Table 12— Aimiorir«ed fu/ivie (•velt for an 
•Kpanded food, mifrlt^ mi ooosmt 
owcatfon 



Fiscal year 



Funding 



lovoi 



1966 
1967 
1988 
1969 
1990 



Hill Ion doi Its 

5 
6 
8 
8 
8 



Nutrition Monitoring 



The Secretary mst include a representative sample of low- income persons In USDA's 
Continuing Survey of Individual Food Irtalc: and any nationwide food consumption 
survey. USDA must collect dati on food purchases and other household expenditures 
by low- income persons. 



Title ZVI^ MARKETING 

Provisions in this title are new, unless otherwise indicated, and are grouped into 
five subtitles: Beef Promotion and Research Act of 1985; Pork Promoticn, Research, 
and Consumer Information Act of 1985; Watermelon Research and Promotion Act; 
Marketing Orders; and Grain Standards. Table 13 compares the major features of the 
promotion orders. Cotton, dairy, eggs, potatoes, wheat, and wool currently have 
promotion programs in effect. 

Luof Promotion and Research Act of 1985 

This subtitle replaces the Beef Research and Information Act of lV/6. It 
establishes a procedure (referred to as an order) for carrying out a promotion and 
research program to strengthen the beef industry's position in the marketplace, and 
CO maintain and expand markets and uses of beef and beef products. Financing will 
be provided through assessments on all cattle sold in the United States pud beef 
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TtfeU 1 3 B — f, pork, and M«t»rmlon pranotion programs 



Bottf ordar 



Pork order 



Watemnlon plan 



iMpl.inantation 
Iffmcflv daf« 
Persons affoctad 



Adnfnistratlvo 
organ izat Ions 



hswrnttumnf rata 



Haferanduni: 
Oata 



Approval rmqalrmd 
for— 

Continuation 
flapiamantatioo 



Mandatory 

120 days after publication 
of proposed Drdar 

Beef producers and 
importers 

Cattleman's Beef Promotion 
end Research Board 

Beef Promotion Operating 
Comlttee 

$1 per head of cattle or 
the equivalent for beef 
and beef products 



Mandatory 



90 days after Issuance of 
final order 

Pork producers and 
importers 

National Pork Producers 
Delegate Body 

National Pork Board 



0.25-0.50 percent of the 
market value of hogs or 
pork 



Not later than 22 months 24 to 50 months aff#r 
aftrr issuance of the order issuance of the order 



Majority of those voting Majority of those vo+ing 
n.a. n.a. 



Based on Sdcretaria! 
findings 



Not specified 



Watermelon pr< ducers and 
handlers 

National IKatermelon 
Prompt icn Board 



Equal amounrs from 
producers and handlers 



Nof specified 



n.a. 

Ti#o-thirds of those voting 
(or those voting who control 
two-thir<s$ of the water- 
melons produced and handled 
during a specified period) 
and a majority of both 
producers and handlers 
voting 



n.a. m Mot applIcaETeT 



products Importt Into this country. The Secretary trust Issue a beef promotion and 
research order within 120 days arter publishi/^ a proposal for such order and 
holding a public b3aring. 

The order establishes a Cattlemen's Beef Promotion and Research Board, composed of 
beef producers and in^orters. The board will administer the order, elect members to 
serve on the Beef Promotion Operating Committee, investigate violations of the 
order, and recommend order amendments to the Secretary, Producer representation on 
the board will be based on one represeutative for each State with 500,000 or more 
cattle. Those States with fewer than 500,000 cattle w.ll be combined into regional 
unit*> containing at lease 500.000 cattle, with one representative for the region. 
States with over 500,000 head will %et an additional representative for each 
additional million cattle. Importer representation will be determined by the 
Secretary on a proportional basis by converting volume of i?nported beef and beef 
products into live animal equivalents. 

Ihe Secretary will appoint board members from nominations made by certified State 
organizations. More than one organization may be certified in a State. To 
represent producers, a State cattle association or general farm organization must 
meet the following criteria: 
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o A majority of its paid membership must be catt.e producers or its membership 
must represent a majority of the cattle producers in the Stawe; 

o It must represent a substantial number of producers that produce a substantial 
numb«^r of cattle in the State; 

o It must have a history o^ ^rtability and permanency; and 

o Its primary purpose must be to promove the economic welfare of cattle producers. 

Ten members elected by the board and 10 producers elected from qualified State beef 
councils will serve on the Beef Promotion Operating Committee. A qualified State 
beef council is the beef promotion organization in the State recognized by the 
board. To be elected by the State councils » the 10 producers must also be State 
council directors. The committee must develop promotion » research » consumer 
information^ and industry information projects. In draft. ng these projects, the 
committee, to the extent practicable, must take into account similarities and 
differences among beef, beef products, and veal, and must enr ire that segments of 
the beef industry that enjoy a unique consumer identity receive equitable and fair 
treatment . 

Assessments to finance the order will be collected from person.^ buying cattle from 
producers (qualified State beef councils will collect the assessments in their 
State) and beef importers (funds will be paid directly to the board). The 
assessment rate will be $1 per head of cattle or the equivalent thereof in the case 
of imported beef and beef products. Producers ii/ho participate in a program operated 
by a qualified State beef council will receive credit of up to 50 cents per head. 
The board must establish an escrow account to be used for assessment refunds. Any 
person who paid the assessment and does not support the program may receive a 
one-time refund. Insufficient funds in the escrow :count cannot be the basis for 
not providing the person a refund, unless the order is discontinued. At that time, 
the board must prorate the amount of refunds among all eligible persons who demanded 
a refund. 

A referendum must be conducted not later than 22 months after issuance of the order 
among persons who have been producers or importers during a representative period. 
Continuation of the order requires majority approval of producers voting in the 
referendum. The Secretary may conduct further referendums on request of 10 percent 
or more of producers to determine whether producers favor termination of the 
program. The Secretary xmet stop collection of assessments within 6 months after 
discontinuing the order. All referendums will be conducted at county Extension 
offices and allow requests for absentee ballots. 

U,S. district courts will have juris^diction to enforce regulations issued under this 
act. The Secretary may investigate alleged violations of the order. The Secretary 
can assess a civil penalty of not more th^n $5(000 for each violation. Funds 
collected by the board cannot be used to influence Government policy. This order 
does not preempt or supersede other beef promotion programs operated in the Uni^^ed 
States. 

The Beef Research and Information Act of 1976 authorized a beef promotion order for 
cattle producers. For the order to become effective, prod- '^er approval was 
required; two-thirds of those voting in a referendum had t-> favor the program. A 
referendum was held in July 1977 with 56.4 percent voting for the order Lacking 
the required level of approval, no program was implemented. Cor.^^red^. amended the 
1976 Act in 1979, changing tVe two-thirds requirement to a simple majority. Another 
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referendum was held in February 19b0. Only 34.5 percent of the producers voted 
favorably; again, no order was implemented. 

Pork Promotion, R^gearch, and Consumer Information Act of 1985 

This fiubtitle establishes a procedure (also called an order) for carrying out a 
program of promotion, research, and consumer information to strengthen the position 
of the pork industry in the marketplace, and to -lintain, develop, and expand 
markets for pork and pork products. The Secretary must issue an order, effective 90 
days after publication. 



The order establishes a National Pork Producers Del^.gate Body. The duties of the 
body include recommending the initial rate of assessment (and arv increase 
thereafter) and allocating the aggregate amount of assessments collected to State 
associations. This body will consist of producers and in^orters appointed by the 
Secretary from nominees selected by State associations. A State association is the 
one organization of pork producers in the State recognized by the Crate's Governor. 
If no such organization is recognized, a state association may be an organization of 
at least 50 pork producers that markets at least 10 percent of the pork (measured in 
pounds) sold in the State. 



At least two producer memberki must be ap- ointed to the body from each State, with 
additional membership allocated based on market shares. For 1986, sliares will be 
assigned based on one share for each $400,000 of farm market value of hogs marketed 
from the State (as determined by the Secretary based on the annual average of farm 
market value in the most recent 3 calendar years): rounded to the nearest $400. COO. 
For 1987 and chr *^ter, share? will be determined based on one share for each 
$1,000 of the aggregate amount of assessments collected, minus refunds, rounded to 
the nearest $1,000. If the number of shares is less than 300, the State can have 
two producer members; 300-599, three producer members; 600-999, four producer 
members; and more than 1,000, one additional member for each 30C additional shares 
in excess of 1.000 shares, rojnded to the nearest 300. 

Shares will be assigned to importers, for 1986, based on one share for each $575,000 
of market va .e of imported hogs, pork, or pork products (as determined by the 
Secretary based on the annual average of In^orts in the 3 most recent calendar 
years), rounded to the nearest $575,000. For each year thereafter, shc.res will be 
allocated based on one share for each $1,000 of the aggregate amount of assessments 
collected, minukj refunds, from ln9)orter8, rounded to the nearest $1,000. Three 
importer members will be appoii>ted to the body for the first 1,000 shares, and one 
additional member for each 300 shares in excess of 1.000 shares, roi^aded to the 
nearest 300. 



The order also provides for a 15-member national Pork 3card, coi!q>osed of producers 
representing at least 12 States and ln?>orters. The Secretary will appoint the 
members from nominees submitted by the body. Th-> board must develop promotion, 
research, and conauraer Information projects; submit such projects to the Secretary 
for approval; administer the order; investigate alleged violations of the order; and 
recommead order amendments to the Secretary. 

The assesament rate to finance the order will Initially be the Ipsser of 0.25 
percent of market value of hogs, pork, or pork products sold or Imported or an 
amount established by the Secretary based on a recommendation by the body. The rate 
may be increased, but by not more than 0.1 percent per year with an uppor limit on 
the total assessment rate of 0.5 percent. Any increase In the rate above 0.5 
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percent must be approved by producers and itnporters in a referendum. Any person who 
paid t^ie assessment but does not support the program may receive a refund. 

Funds collected by the board from assessments must be distributed in the following 
manner. 2ach State association will receive an amount of funds equal to the 
aggregate amount of assessment attributable to hogii produced in that State, minus 
its share of refunds, times a percentage determined by the body, but in no event 
less than 16.5 percent. If a State association conducted a pork promotion program 
between July 1, 1984, and Juue 30, 1985, and would have collected a greater amount 
of funds than their allotment, it will receive the larger amount. 

The Hational Pork Producers Council will receive an amount of funds equal to 37.5 
percent of the aggregate amount of assessments collected throughout the United 
States from the date the assessment begins until the board is appointed; 35 percent 
thereafter until the referendum is conducted; 25 percent unt 1 12 months after the 
referendum is conducted; and no funds thereafter except what it obtains from the 
board • Any funds not distributed will be kept by the board. No funds collected 
through the assessments may be used to influence legislation or Government policy. 

For the order to remain in force, a referendum must be held between 24 and 30 months 
after the issuar e of the order among persons who have been pork producers and 
inqporters during a repres»^ntative period. Continuation of the order requires 
majority approval of producers and importers voting in the referendum. Further 
referendums, to daterroine termination or suspension of the order, may be conducted 
fn request of 15 percent or more of producers and inporters during a representative 
period. The Secretary need not conduct more than one referendum in a 2-year period. 

U.S. district courts have the jurisdiction to enforce regulations issued under this 
act. The Secretary may investigate alleged violations of the order. The Secretary 
may assess any person a civil penalty of not more than $1,000 for each violation 
pius any unpaid assessment. States may not impose aoaiticnal or differ ^^nt 
regiilations relating to pork protuotion, except regulations related to public health, 
during the time that assessments are collected. 

Watermelon Research and Promotion Act 

rhis subtitle authorizes the Secretary to establish an orderly procedure for 
developing and financing ^ program of research, advertising, and promotion designed 
to strengthen the wate^Tielo'i* s competitive position in the marketplace, and to 
establish, maintain, and expand domestic and foreign markets for watermelons 
produced in the United States. Financing for the program will come from assessments 
on watermelons harvested in the 48 contiguous States for commercial use. When 
sufficient evidence, as determined by the Secretary, is presented by watermelon 
producers and haadlers, or whenever the Secretary has reason to believe t>»at a plan 
is needed, hearings will be ^eld on a proposed plan. A watermelon promotion plan 
must be issued if the Secretary finds such plan would carry out the purposes stated 
^v^.f^, based on evidence presented at the hearing. 

The plan would establish a National Watermelon Promotion Board composed of an equal 
nuniber of producer and handler representatives and a public representative. 
Producers and handlers would submit nominations to the Secretary for appointment to 
the board. The board will develop research and promotion projects, which must be 
approved by the Secretary before they are Ln^lemented; administer c.^e plan; 
investigate alleged violations; and recommend amendments of the plan to the 
Secretary. 
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Assessment 8 which are set by the board must be the same, on a per unit basis, for 
both producers and handlers. Handlers are responsible for collecting assessments 
from producers and submitting them to the board. Ail watermelon producers or 
handlers ^o do not support the pl^n can demand a refund. 

After a plan has been issued, the Secretary loust conduct a refe.-endum at county 
Extension offices among eligible producers and handlers during a representative 
period to ascertain whether they favor the plan or not. For a plan to be 
implemented, it must be ipproved by two-thirds of those voting in the referendum or 
by producers and hr.ndlers voting who have control of two-thirds of the watermelons 
produced and hanxSled during a representative period and by a majority of both 
producers and handlers voting. The Secretary may conduct further referendums at any 
time, at the request of the board, or at the request of at least 10 percent of the 
watermelon producers and handlers eligible to vote in a referendum. The Secretary 
mast discontinue the plan when xts termination or suspension is favored by a 
majority of those voting in the referendum and by those producers and handlers 
voting who control more than 50 percent of the total volume of watermelons produced 
and handled by those voting in the referendum. 

rae Secretary may investigate alleged violations of the plan. The Secretary may 
assess a civil penalty of not less than $500 nor more than $5,000 for each 
violation. Funds may not be used to advertise o. promote private brand name«, to 
make false or unwarranted claims of watermelons or uses of competing products, or to 
influence Government policy. 

Marketing Orders 

The maximum penalty for marketing order violations occurring after December 23, 
1985, increases from $500 to $5,000, 

The 1985 Act prohibits the Secretary from terminating any marketing order before 
January 16. 1986. The Secretary alro ray not terminate any order for a commodity 
for which there is no Federal prica support program, unless Congress is notified 60 
days before the tennination date. A statement of reasons must be included in the 
notice. 

The 1985 Act prohibits the disclosure of any marketing order information that can be 
considered as trade secrets and commercial or financial information that comes 
within the exemption contained in the Frsedom of Information Act. In the case of 
milk marketing orders, information may be released if authorized by the milk handler 
to whom the information pertains. To release names and addresser of producers 
participating in marketing orders and agreement?. Congress must be notified at least 
10 legislative days prior to the release and the release must be justified by the 
Secretary. 

Grain Standards 

The Federal Grain Inspection Service and the Agricultural Research Service must 
cooper --e in developing new grain classifications standards that take into account 
characteristics other than thosc^ visually <*vident. The agencies must submit 
semiannual reports on heir effortp to Congress. 

If any foreign government requests that moisture content remain a criterion in the 
official grade designations of grain, then such criterion will be used in 
determining the grade of grain shipped to that cou*itry. 
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The Office of Technology Ausepsment (OTA), in consultation with the Secretary, must 
study U.S. grain export quality standards and train handling practices. The report 
is due to Congress by December 1, 1986. The 1985 Act specifies five area? of 
investigation: 

o The study must evaluate the competitive problems the United Sta:es faces in 
international grain markets that may be attributed to grain quality standards 
and handling practices rather than price. 

o The study must identify the extent to Which U.S. grain export quality standards 
and handling practices have contributed to the recent decline in U.S. grain 
exports. 

o OTA must perform a comparative analysis between U.S. grain quality stanc^aras 
and grfiin-handling technologies and those of its najor grain export competitors. 

o The stiidy must evalup.ce the consequences on U.S export 5k:ain sales, the cost 
of exporting grain, and the prices received by farmers should U.S. export grain 
elevators be subject to requirements that (1) x»c dockage or foreign material 
(including dust) once reroved 5rom grain be recombined with any grain if there 
is a possibility that the grain may be exported, (2) n. dockage or foreign 
material may be added to grain that may be exported if it will reduce the grade 
or quality of the grain or reduce the ability of the grain to resist spoilage, 
and that (3) no blending of grain with different moisture contents may be 
permitted if the difference is more than 1 percent. 

o OTA must evaluate the current method of classifying grain, the feasibility of 
using new technology to correctly classify grains, and the effect of new seed 
varieties on exports and users of c^^^^* 

TITLK XVII: RELATED AND MISCBLLAMBOUS MATTERS 

Title XVII contains a variety of sections largely independent of the other titles. 
Provisions are ne»» 'mless otherwise indicated. 

ProcMSlng, Inspecting, and Labeling 

As of May 23, 1986, all edible poultry imported into the United States will be 
subject to the same inspection, sanitary, quality, species verification, and residue 
standards that are applied to poultry produced in the United States. The poultry 
must also be processed in facilities with conditions comparable to U.S. plants. 
Pojltry not meeting U.S. standards wixl be denied entry. 

Each foreign country that exports meat to the United States must obtain a 
certificate issued by the Secretary stating that the country uses reliable 
analytical methods to ensure compliance with U.S. standards tor residues in meat. 
He meat will be permitted entry from a country that does not obtain a certificate. 
The Secretary may issue regulations under which cattle, sheep, hogs, goats, and 
other animalc that have been administered an animal drug banned for use in the 
Ur' d States may be imported for human consumption. 

Thz Comptroller General must study USDA's and the Department of Health and Human 
Services* current product purity and inspection regulations for imported food 
products. The study must evaluate the effectiveness of Federal regulations and 
Inspection procedures to detect prohibited chemical residues and foreign matter in 
food or live animals. A report is due to Ccitress by December 23, 1986. 
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The Secretary must perform random Ppot checks of potatoes entering the Northea-»tem 
United States and report the findings to Congress, 



Agricultural Stabilisation and Con^^^irvation Committees 

The 1985 Act changes some provisions relating to local and county Agricultural 
Stabilization and Conservation (ASC) committees. These committees, composed of 
farmers, help administer USDA*s commodity and conservation programs. There will be 
three local administrative areas in each county. In counties with fewer than 150 
fanrers. the county committee may jreduce the number of local administrative areas to 
one. The Secretary may include more than one county or parts of different counties 
in a local administrative area when there are insufficient farmers in an area to 
establish a slate of candidates for a local committee election. Previous law stated 
that the local areas could not include more than one county or parts of different 
counties. 

The 1985 Act. as amended by P.L. 99-253. requires that each local administrative 
area have one local committee with at le«ist three members. Elections will be held 
every 3 years, instead of annually, .o choose committee members. Counties with more 
than three local committees on December 23. 1985. may have more than one committee 
per administrative area. Only one administrative area may hold an election in any 
year and only farmers Who participate in Federal programs within the area will be 
eligible to vote. 

Each local committee must meet onCe each year, and members will receive compensation. 
Additional meetings without condensation may be held at the direction of the county 
committee and with the approval of the State committee. The 1985 Act also specifies 
ihe duties, of local ASC committees: 

o Serve as ad/isors to the county committee, in counties where there is more than 
one local committee; 

o Periodically meet with the county and State committees to be informed on farm 
program issues; 

o Discuss farm program concerns and issues with local producers; 

o Report to county and State committees and other interested persons on changes 
in facm programs recommended by local producers; and 

o Perform other functions as required by law or requested by the Secretary. 

The Secretary now has the authority to use local and county committees to carry out 
other USDA programs and functions in addition to their present duties. These 
changes apply only to members elected to local committees on January 1. 1986, and 
thereafter. 

lational Agricultural Policy conmiaaion Act of 1985 

The 1985 Act establishes a National Commission on Agricultural Policy to study the 
structure, procedures, and methods of formulating and administering U.S. agricul- 
tural policies, pro^i^ams, and practices. Specifically, the commission must examine 
the following: 

o The effectiveness of existing agricultural programs in improving farm income. 
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o Possible program improvements to help retain the family farm. 

o The effect of legislative and administrative changes to agricultural policy on 
planning and long-term profitability of farmers. 



o The effect on farmers of the existing system of formulating and implementing 
agricultural policy. 

o The effect of national and international economic trends on U.S. agricultural 
production. 

o The means cf adjusting U.S. agricultural policies and programs to meet changing 
economic conditions. 



o Potential areas of conflict and compatibility between the structure of making 
agricultural policy and long-term stability in policy and practices. 

o Changing demographic trends sihd the manner in which such trend? affect 
agriculture. 

o The role of State and local governments in future agricultural policy. 

The commission must also study conditions in rural areas of the United States and 
huw these conditions relate to the provision of public services by Federal, State, 
and local governments. The rural issues to be examined will include the following: 



o An analysis of conditions that reflect the declining rural economy, including 
economic and demographic trends, and rural and agricultural income and debt. 



u Trends and fiscal conditions of rural local governments, 
o Trends in the delivery of rural public services. 



o The effect of ieregulating transportation, telecommunications, and banking 
industries on the rural economy and delivery of public services. 

o Trends of Federal, 5>tate, and local government financing, delivery, and 
regulation of public services in rural areas. 



The commission must submit annual reports of findings and recommendations to the 
President and Congress before December 23 each year of the commission's existence. 
The commission is scheduled to terminate on December 23, 1990. 



The commission will include 15 members appointed by the President and the chairmen 
and ranking minority members of the House and Senate agriculture coir^ittees. The 
congressional members serve by vii^ue of their positions and have cull voting 
rights. The appointed members are selected from nominees representing producers, 
processors, exporters, transporters, shippers, input suppliers, credit institutions, 
and consumers. Each State Gcvemor will nominate two to four potential members. 
The President may not appoint more than one individual from a particular State nor 
more than seven individuals ot the same political party. 



■ational Aquacultur^ Inprovmsnt Act of 1985 

This subtitle amends the National Aquaculture Act of 1980 by giving the Secretary 
primary responsibility for coordinating with the Secretaries of the Departments of 
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Coimnerce and the Interior the revision and in^xementation of the National 
Aquaculturo Development Plan. The plan will include programs of research, 
Lti^sistance, and training. USDA will have primary responsibility for coordinating 
and disseminating aquaculture information. The 1985 Act designates the Secretary as 
the permanent chairman of the coordinating group and establishes a National 
Aquaculture Informatron Center within USDA. The center must collect and analyze 
scientific » technica , legal » and economic information relating ^.o aquaculture, 
including acrea'oe, water use, production, marketing, culture techniques, and other 
relevant matters. The center will also serve as a repository for the collected 
informatics and will arrange with foreign nations for the exchange o£ information 
relating to aquaculture. 

The Secretary must study the aquaculture industry* s access to relevant Federal 
programs and report the findings to Congress by December 31, 1986. The Secretary of 
Commerce must also study, and report to Congress by December 31, 1987, the effect on 
traditional fisheries by competition from commercial aquacultural enterprises. The 
study mi^st assess adverse effects, by species and geographical region, and recommend 
measures to offset the effects. The Secretary of the Interior, in consultation with 
the Secretary of Commerce, must dentify, and report the findings to Congress by 
December 31, 1987, exotic species introduced into the United States as a result of 
aquLculture activities and determine potential benefits and effects of the intro- 
duced species. All three Secretaries must report on the status of U.S. aquaculture 
and the implementation of the Development Plan to Congress by February 1, 1988. 

Funding for administering the Aquaculture Act is authorized at II million annually 
for fiscal years 1986-88. 

Sp«cifil Study and Pilot Project on Futures Trading 

USDA and the Commodity Futures Trading Cc;.<mlssion must study tne manner in which 
agricultural commodity futures markets and agricultural commodity options markets 
might be used by producers to provide them with price stability and income 
proueciion. The study must also determine the Federiil budgetary effect of this 
approach compared with the cost of the commodity price support progri^ois. The 
results are due to Congress by December 31, 1988. 

The Secretary must also conduct a pilot program in least 40 counties which 
actively produce wheat, feed grains, soybeans, and cotton. This program, in 
cooperation with futures and options market representatives and the chairman of the 
Commodity Futures Trading Commission, will involve an extensive educational program 
for a reasonable number of producers, as determined by the Secretary. Producers 
selected for the program will participate in the trading of these agricultural 
commodities on a futures or options market in a manner designed to protect and 
maximize the return on their own production. Under the terms of the project, 
participating producers will receive assurances from the Secie^ary that the net 
return received for their commodities will be no less than the county loan level for 
the crop. 

Animal Welfare 

Tho Secretary must set standards governing the humane care, treatment, and 
transportation of animals by dealers, research faci.Mcies, and exhibitors. These 
scf-^vir^rds will describe min^' 'im requirements for handling, housing, feeding, 
waterint^, sanitation, ventilation, shelter front extremes of weather and 
temperatures, adequate veterinary care* and separation by species; exercise of dogs; 
and an adequate physical environment for primates. The standards for animals in 
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research facilities must also include requirements for animal care, treatment, and 
practices in experimental procedures to ensure that pain and stress to the animals 
are minimized. Each research facility is required to show upon inspection, and to 
report at least annually, that these rules are being followed. 

Each research facility must establish at least one committee cf not fewer than three 
mend>er8 appointed by the chief executive officer of the facility. These menibars 
must possess sufficient ability to assess animal care and practices in an 
experimental research facility and represent society* s concerns regarding animal 
welfare. One member must be a veteritiarian and another must represent seneral 
community interests. The committee must inspect, at least semiannually, all animal 
study areas and facilities of the research facility. Inspections, however, are 
prohibited from interrupting any research experiment. The committee must also file 
a certification report of each inspection. Members of the cor*mittee nay not release 
confidential information from *:he research facility. Each research facility must 
provide training for scientists, animal technicians, and other personnel involved 
with animal care and treatment in the facility. The National Agricultural Library 
must establish an information service on en^loyee training and animal 
experimentation to reduce animal pain and stress. 

Civil penalties authorized under the Animal Welfare Act are increased from 
$500-$l,500 to $1, 500-12,500. The criminal penalty is increased from $1,000 to 
$2,500. Provisions in this subtitle take effect December 23, 1986. 

CCC Storage Contract* 

The 1985 Act amends the CCC Charter Act by stipulating that any contracts for the 
use of storage facilities of tem^ greater than 1 year must have an annual rental 
rate that is less than the rate charged for 1-year contracts. If CCC doer not use 
contracted space and determines that it no longer needs the space, the owner of the 
facility can be given a reasonable time to lease the space to another person, which 
would relieve CCC of the remaining terms of the contract. 

l£margency Feed Program 

Producers may now receive feed through the Emergency Feed Program if they do not 
have sufficient feed of adequate nuti'itive value suitable for their type of 
livestock or poultry. Under previous provisions, producers could qualify for the 
program only if they had insufficient feed for the estimated period of the 
emergency. The CCC may make feed available to persons in areas in which feed grains 
are normally produced but are unavailable because of natural disaster. The feed may 
be available through feed dealers at a price not less than 75 percent of the county 
loan rate. CCC bears the cost, including transportction and handling, In making the 
feed available. 

Controlled Substances Production Control 

Beginning December 23, 1985, any person convicted under Federa.^ or State law of 
planting, cultivating, growing, producing, harvesting, or storing a controlled 
substance will be ineligible for any price supports or payments; farm storage 
facility loans; crop insurance; disaster payments; any loans made, insured, or 
guaranteed by FmHA; and payments for the storage cf CCC-cwned commodities during 
that and the A succeeding crop years. 
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Unleaded Fuel Jn Agricultural Machinery 



The Secretary and the Administrator the Environmental Protection Agency (EPA) 
must jointly condu'^i a study on the use of fuel containing lead additives and 
alternative lubricating additives in gasoline engines used in agricultural 
machinery. The study will analyze potential mechanical problems that may be 
associated with the use of such fuel in engines. The study must be published in the 
Federal ReRister by January 1, 1987, and a report sent to the President and Congress 
(including puolic comments) by June 1, 198 7. 

Between January 1, 1986, and December 31, 1987, the EPA must determine the average 
lead content of leaded gasoline sold m the United States for each 3-month period. 
If the actual lead content falls below an average of 0.2 grams of lead per gallon in 
any 3-month period, the EPA must report to Congress and publish the notice ^n the 
Fedr.ral ReR,ster . Until January 1, 1988, EPA may not issue, under the Clean Air 
Act, regulations to control or prohibit lead additives in gasoline that would reduce 
thvt average lead content to less than 0.1 gram per gallon. To carry out these 
provisions, $1 million is authorized without fiscal year limitation. 

Potato Advisory Conmission 

The Secretary should consider establishing a Potato Advisory Commission. This 
commission would address industry conce^as including trade, nuality inspections, and 
pesticide use. The recommendations of the commission would be reported to Congress 
and the public. 

Viruses, Setmi, Joxins, and Analogous Products 

The 1985 Act amends the Virus-Serum-Toxin Act to make it unlawful for au/ person, 
firm, or corporation to ship or deliver in intrastate (as well as interstate) 
commerce any worthless, contaminated, dangerous, or harmful virus, serum, toxin, or 
analogous product intended for use in the treatment of domestic animals. The 
Secretary may issue a special licence for preparing viru?, serums, toxins, and 
analogous products under expedited procedures with assurances of purity and safety 
to meet emergency conditions in a limited market, local situation, or other special 
circumstances. Any virus, serum, or toxin sold for export or intrastate cormercc 
during the 12 months prior to December 23, 1985, would not be considered in 
violation of the Virus- Serum-Toxin Act (as a result of njt being licensed or not 
being produced in a licensed establishment) until January 1, 1990. The exemption, 
however, must be claimed by the firm making the product by January 1, 1987. 

Federal Insecticide, Pungicido, and Rodenticide Act Funding 

Federal Insecticide, Fungicide, and Rodenticide Ac*- (FIFRA) funding for fiscal year 
1986 is set at $68,604,200. A maximum of $11,993,100 is available for research. 

Users Fees for Reports, Publications, and Software 

The Secretary may charge reasonable fees for Tumishing on request copies of 
software programs, pamphlets, reports, other publications, including electronic 
publications, prepared by USDA. 

Confidentiality of information 

USDJ^ must maintain the confidentiality of infv^rmation it collects for statistical 
purposes by publishing such data in aggregate form. The information is exempt from 
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mandatory disclosure and may not be usei! in judicial or administrative proceedings 
without the consent of the person involved. 

Land Conveyance to Irwin County, Georgia 

The Secretary must deliver to the Boerd of Education of Irwin County, Georgia, a 
quitclaim deed conveying to the board all rights of the United States to 0,3 acre in 
Irwin Courty, Georgia. 

Mational Trea Seed Laboret.or/ 

Fees received by the National Tree Seed Laboratory (part of the U.S. Forest Service) 
for tree sead testing services are considered a reimbursement to current funding to 
cover the costs of providing the sc vice. 

Control of Grasshopper^ and Mormon Crickets 

Tlie Secretary must implement a program to control grasshoppers and Mormon crickets 
on all Federal lands. On request of the Federal agency responsible for the land or 
a State Department of Agriculture, USDA must treat Federal, State, or private lands 
that have high levels of infestation of grasshoppers or Mormon crickets, unless 
delaying treatment will optimize biological control and will not ch^use greater 
economic damage to adjacent landowners. USDA will pay 100 percent of the cost for 
control on Federal lands, 50 percent of tlie cost on State landt., and 23.3 percent of 
the cost on private rangelands. 

Study of a Strategic Bthanol Reserve 

The Secretary must study the cost effectiveness, economic benefits, and feasibility 
of establishing, maintaining, and using a Strategic Ethanol Reserve, in relation to 
the existing Strategic Petroleum Reserve. The study must be completed by December 
23, 1986, and must include the benefits and losses related to the U.S. economy, farm 
income, employment, Government commodity programs, and the trade deficit from using 
a Strategic Ethanol Reserve, rather than the Strategic Petroleum Reserve; and an 
estimate of the savings from storing ethanol as opposed to storing the amount of 
CCC-held grain necessary to produce the ethanol. The Secretary may establish the 
reserve if the study shows that a Strategic Ethanol Reserve is cost effective, 
beneficial to the U.S. economy, and feasible compared with the Strategic Petroleum 
Reserve . 



TITLE ZVIII: GENERAL kFFKCTIVB DATE 

The general effective date of all provisions within this act that do not have 
separate effective dates is December 23, 1985 (when the President signed the 
legislation) . 
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APPENDIX I: CXMKDOITY PROGRAM LEVELS, CROP YEARS 1962-86 

Unit 1982 1985 1984 1983 1986 1/ 



Dairy: 2/ 
Milk support level V 



Net CCC purchases 

(ml Ik equivalent) 3/ 
Total milk production 

Wool I support level 6/ 

Mohair, support level 6/ 

Wheat: 
Target price 
Loan level 
Reduced acreage 
Paid land diversion 
Payment- in-kind 
National base acreage 

Corn: 

Targf#t price 

Loan level 

Reduced acreage lU/ 

Paid land diversion jO/ 

Payment- In-kind 

National base acreage 

Grain sorghum: 
Target price 
Loan level 
Reduced acreage 10/ 
Paid land diversion jO/ 
Payment- in-kind 
National base acreage 

Barley: 
Target price 
Loan level 
Reduced acreage 10/ 
Paid land diversion JO/ 
National base ac»eage 

Oats: 

Target price 

Loan level 

Reduced acreage 10/ 

Paid land diversion jO/ 

National base acreage 

Rye: 
Loan level 

Upland cotton: 
Target price 
Loan level 6/ 
Reduced acreage 
Paid land diversion 
Payment-in-kind 
National base acreage 

ELS cottons 
Target price 6/ 
Loan level 6/ 
Raduced acreage 
National marketing nuota 
National allotmnt 
National base acreage 



"See Toomctes at end of table. 



rVkl Iat oAr cwt 


4/13.49 


13. 10 


4/13. 10 


4/1 2.60 


1 1 .60 


13.10 




^ 12.60 


^' 12! 10 












t i .60 




BI 1 1 ion Dounds 

W lift \^ 1 h^^V 9 1 




16.6 


10.4 


1 1 .5 


NYA 


do. 


1 n 


1 0 




140.5 


NYA 


Cents per pound 


-137 


153 


165 


173 


NYA 


do. 


397.7 


462.7 


516.9 


465.0 


NYA 


Dol lars per bushel 


4.05 


4.50 


4.38 


4.38 


4.58 


do. 


3.55 


3.65 


3.30 


3.30 


2.40 


Percent 


15 


15 


20 


20 


22.50 


do. 




5 


10 


10 


7/2.50 


do. 




8/10-30 


9/10-20 






Mi { 1 ion acres 


90.6 


90.8 


93.9 


93.9 


NYA 


f^l lArs DAr bushA 1 


2.70 


2.86 


5.03 


Jm J J 






2.55 






7 5S 


1 .92 


Percent 


10 


10 


10 




1 7.50 


do. 




10 






7/2! 50 


do. 




8/10-30 








Mi 1 lion acres 


81.5 


li^iOl.l 


81.4 


85.3 


NYA 


Dol lars per bushel 


2.60 


2.72 


2.88 


2.88 


2.88 


do. 


2.42 


2.52 


2.42 


2.42 


1 .82 


Percent 


10 


10 


10 


10 


;7.50 


do. 




10 






7/2. 5C 


do. 




8/10-30 








Mi 1 1 ion acres 


7.7 


li/IOI.I 


18.4 


'9.9 


NYA 


Dol lars per bushel 


2.60 


2.60 


2.60 


2.60 


2.60 


do. 


2.06 


2.16 


2.08 


2.08 


1.56 


Percent 


10 


10 


10 


10 


17.50 


do. 




to 






7/2.50 


Mi 1 1 ion acres 


!0.4 


il/l9.l 


1 1.6 


.3.2 


NYA 


Dot lars per bushel 


1.50 


1.60 


i .60 


1.60 


1 .60 


do. 


1.31 


1.36 


1 .31 




.99 


Percent 


lO' 


10 


lo' 


10 


17.50 


do. 




10 






7/2.50 


MI 1 1 Ion acres 


10.4 


11/ 19. 1 


9.9 


9.9 


NYA 


Dol lars per bushel 


2.17 


2.25 


2.17 


2.17 


1.65 


Cents per pound 


71.00 


76.00 


81.00 


81.00 


81.00 


do. 


57.08 


55.00 


55,00 


57.30 


55.00 


Percent 


15 


20 


25 


20 


25 


do. 




5 




10 




do. 




8/10-30 








Mi 1 1 ion acres 


15.3 


15.4 


15.6 


15.8 


NYA 


Cents per pound 






99.00 


103.14 


102.48 


do. 


99.89 


96.25 


82.50 


85.95 


85.40 


Percent 






10 


10 


10 


1,000 bales 


157 


102 








1,000 acres 


120.2 


80.1 








do. 






68.3 


66.0 


NYA 



—Continued 
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APPCMOIX i: COMNUOITY PROGRAM LEVELS, CROP YEARS 1 9e2-66-~C0NT 1 NUED 



Convnodlty 



Unit 



1962 



1983 



1984 



1965 



1986 1/ 



RIc«: 
Targe h prico 
Loan lave' 
Raducad acreage 
Paid land diversion 
Payment- in-4(ind 
National base acreage 

Peanuts: 

Loan level 9 quota 
Loan !evei, additional 
Marketing poundage quota 

Soybeans, loan level 

Sugar: 
Loan level, raw cane 
Loan level, refined beets 

Honey, loan level 12/ 



Do! Jars per cwt 


I0.B5 


11.40 


11.90 


11.90 


11.90 


dc. 


8.14 


8.14 


8.00 


8.00 


7.20 


Pc/rcent 


15 


15 


25 




55 


do. 




5 




15 




do. 




8/10-30 








Ml II Ion acres 


4.0 


4.0 


4.2 


4.2 


NYA 


Dol lars per ton 


550 


5^ 


550 


559 


607.47 


do. 


200 


185 


185 


148 


149.75 


1,000 tons 


1,200 


1,167 


1,134 


1,100 


1,355 


Dol lars per bushel 


5.0. 


5.02 


5.02 


5.02 


5.02 


Cents per pound 


17.00 


17.50 


17.75 


18.00 


18.00 


do. 


20.15 


20.86 


20. 


21.06 


NYA 


do. 


60.4 


62.2 


65.8 


65.3 


64.0 



— « Program not used In that crop year. 
NYA s Not yet announced. 

1/ Levels could change as a result of the Balanced Budget and Emergency Deficit Ccntrol Met of 1965. 
1/ Figure:; presented on a marlceting year basis, October l-Septamber 30. 
3/ Support level for milk with 5.67 percent milkfat. 

4/ For 1982, the support price for milk was $13.39 per cwt from October 1-20 and $13.10 per cwt for the 
rest of the marketing year. For 1964, the support price was dacreased to $12.60 per cwt on December I. 
For 198^, the support price was decreased to $12.10 p^r cwt on April I and to $1 1 .60 per cwt on July I. 

5/ Price support purchases of butter, cheese, nonfat dry milk, evaporated milk, and dry whole milk, 
plus exports on which CCC issued In-kind certificates, less CCC sa;es for unrestricted use. 

6/ Determined by statutory formula. 

7/ Payments-in-kind (PIK). 

5/ Producers could choose any level of participar ion from 10 to 50 percent, inclusive. However, for 
Upland cotton producers, the sum of the PIK acres plus the paid diversion acres could not exceed 30 
percent of the base; therefore participants wf^o elected to participate in the paid diversion would 
decrease their PIK acreage to 25 percent of the base. Producers also had the option of submitting bids 
to remote their entire crop-specific acreage base from production. 

9/ Producers could choose any level of participation from 10 to 20 percent, inclusive. 

TO/ There are two established bases for the 1962-85 acreage reduction programs for feed grains: one 
for corn and sorghum; the otiier for barley and oats. 

M/ Combined totals: corn and sorghum; barley and oats. 

Tz/ Determined by statutory formula for the 1962-65 crops. 



86 



ERLC 



APPBHDIX 2: MAJOR AGRICULTURAL LBGISLATION, 1933-86 



Agricultural Adjustment Act of 1933 (P.L. 73-10) 
Signed May 12, 1933 

The first major price- support and acreage reduction program 
Set parity as the goal for farm prices 

Achieved acreage reduction through voluntary agreements with producers 
Regulated markets through voluntary agreeiaenLs with processors and others 
Used processing taxes to offset cost of program 

Agricultural Adjustment Act Amendments of 1935 (P.L. 74~?20) 
Signed August 24 » 1935 

Gave President authority to impose import quotas when imports interfered with 

agricultural adjustment programs 
Designated 30 percent of customs receipts to promote agricultural exports and 

domestic consummation and help finance adjustment programs 

Soil Conservation and Domestic Allotment Act (P.L. 74-461) 
Signed February 29, 1936 

Payments to farmers authorized to encourage conservation 
Set parity as the goal for farm income 

Agricultural Adjustment Act of 1938 (P.L. 75-430) 
Signed February 16 » 1938 

Modified Soil Conservation and Domestic Allotment Act 

Provided for acreage allotments, payment limits, and protection for tenants 
First comprehensive price-support legislation with nonrecourse loans 
Marketing quotas established for several crops 

Steagall Amendment of 1941 (P.L. 77-144) 
Signed July 1, 1941 

Required support of many nonbasic cop^odities at 85 percent of parity or higher 
Amended to require 90 percent of parity and extended for 2 years after World War II 

Commodity Credit Corporation Charter Act (P.L. 80-89) 
Signed June 29, 1948 

Provided the Ijgal entity through which USDA stebilizes prices and facilitates the 
efficient distribution of agricultural commodities 

Agricultural Act of 1948 (P.L. 80-897) 
Signed July 3, 1948 

Shifted price supports from fixed to flexible 
Modernized the parity formula 

Agricultural Act of 1949 (P.L. 81-439) 
Signed October 31, 1949 

Became part of fundamental legislation along with 1938 Act; last major act without 

an expiration date 
Superseded 1948 Act, postponing flexible p:ice supports 
(Cushioned intact of new parity formula 

Agricultural Trade Development and Assistance Act of 1954 (P.L. 83-480) 
Signed July 10, 1954 

Became the basic act for selling and bartering surplus commodities overseas and 
for overseas relief 
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Agricultural Act of 1954 (P.L. 83-6<^0) 
Slsned August 28, 1954 

Established flexible price supports beginning in 1955 
Authorized a CCC reserve for foreign and domestic relief 

Matio^^al Wool Act of 1954 (Title VII of the Agricultural Act of 1954) 

Authorized direct income payments for wool and r.iohair equal to the difference 
between the prices received and certain support levels 

Agricultural Act of 1956 (P.L. 84--540) 
Signed May 28, 1956 

Began Soil Banl: program for long- and short-term removal of land from production 

Consolidated Farn; and Rural Development Act (P.L. 87-128) 
Signed August 8, 1961 

Authorized USDA farm-lending activities 

Food apd At^riculture Act of 1962 (P.L. 87-^703) 
Signed September 27, 1962 

Continued feed grain acreage reduction program 

Provided two-tiered feed k,ra:.n supports with price-support payments and 
nonrecourse loans 

Proposed a mandatory wheat program, which was voted down Dy referendum 

Agricultural Act of 1964 (P.L. 38-297) 
Signed April 11, 1964 

established a wheat marketing certificate program 
Began a cotton PIK program 

Food Stamp Act of 1964 (P.L. 88-525) 
Signed August 31, 1964 

Provided the legislative base for the Food Stamp Program 
Later superseded by the food stamp provisions (title XIII) of the Food and 
Agriculture Act of 1977 

Food and Agriculture Act of 1965 (P.L. 89-321) 
Signed November 3, 1965 

First in a series of comprehensive, multiyear farm laws, lasted 5 years 
Extended voluntary acreage controls to wheat and cotton 
Extended wheat certificate program from 19G4 

Agricultural Act of 1970 (P.L. 91-524) 
Signed November 30, 1970 

Provided a more flexible approach to supply control through set-asides 
Limited Government payments to $55,000 per crop 

Agriculture and Consumer Protection Act of 1973 (F.L. 93-86) 
Signed August 10, 1973 

Target prices and deficiency payments replaced price-support payments 
Lowered payment limit to 120,000 

Emphasized expanded production to meet world demand 
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Food and Agriculture Act of 1977 (P.L. 95-113) 
Signed September 29, 197 7 
Raised price and income supports 

Continued flexible production controls and target prices 
Established farmer-owned reserve for grains 
Set up new two-tiered peanut program 

Food Stamp Act of 1977 

Title XIII of the 197 7 Act (permaner*-ly amended the Food Stamp Act of 1964) 
Eliminated purchase requirement 
Simplified eligibility determinations 

National Agricultural Research. Extension, and Teaching Policy Act 
Ti' le rjV of 1977 Act 

Made USDA the lead Federal agency for agricultural research, extension, and 

teaching programs 
Consolidated the funding for these programs 

Federal Crop Insurance Act of 1980 (P.L. 96-365) 
Signed September 26, 198C 

Expanded crop insurance rom experimental program to a national program covering 
all crops 

Agriculture and Food Act of 1981 (PL. 97-98) 
Signed December 22, 1981 

Contained a number of cost-cutting measures 
Set specific target prices for 4-year length of bill 
Eliminated rice allotments and marketing quotas 
Lowered dairy supports 

Omnibus Budget Reconciliation Act of 1982 (P.L. 9 7-253) 
Signed September 8, 1982 
Froze dairy price supports 

Mandated loan rates and ARP*s for 1983 crops 

Temporary Emergency Food Assistance Act of 1983 (P.L. 98-8) 
Signed March 24, 1983 

Authorized distribution of CCC-owned foodstuffs to indigent persons 

Extra Long Staple Cotton Act of 1983 (P.L. 98-88) 
Signed August 26, 1983 

Eliminated marketing quotas and allotments 

Tied ELS cotton support to Upland cotton through formula 

Dairy and Tobacco Adjustment Act of 1983 (P.L. 98-180) 
Signed November 29, 1983 
Froze tobacco price supports 
Launched a voluntary dairy diversion program 
Established a dairy promottcn order 

Agricultural Programs Adjustment Act of 19«4 (P.L. 98-258) 
Signed April 10, 1984 

Froze target price increases provided in 1981 Act 

Authorized paid diversions for feed grains. Upland cotton, and rice 
Provided wheat PIK program for 1984 
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Balanced Budget and Emergency Deficit Control Act of 1985 (P.L. 99-17 7) 
Signed December 12, 1985 

Designed to eliminate the Federal budget deficit by October 1, 1990 
Mandated annual reductions in Federal outlays including agriculture 

Food Security Act of 1905 (P.L. 99-108) 
Signed December 23, 1985 
Allowed lower price and income supports 

Lowered dairy price supports and established dairy herd buy-out program 
Targeted conservation reserve at erosive croplands 

Farm Credit Restructuring and Regulatory Reform Act of 1983 (P.L. 99-205) 
Signed December 2^, 1985 

Implemented interest rate subsidy for farm loans 
Restructured Farm Credit Administration 

Technical Corrections to Food Security Act of 1985 Amendments (P.L. 99-253) 
Signed Fetruary 28, 1986 

Made cross compliance fjv wheat and feed grains discretionary instead of mandatory 
Changed acreage base calculations 

Specified election procedure for local ASC committees 

Food Security Improvements Act cf 1986 (P.L. 99-260) 
Signed March 20, 1986 

Made further changes in the Act of 198i (see app. 5) 



1<)6 

90 



APPEIDIZ 3: GLOSSAR!f OP AGRICULTURAL POLICY TERMS 



AcreaRe allotment . An individual farm's share, based on its ptevious production, of 
the TIP onal acreage needc^d to produce sufficient supplies of a particular crop. 

AcreaRe-reduction prcRram (ARP) . A voluntary land retirement system in which 
farmers reduce their planted acreage from their base acreage. Farmers are usually 
not paid for ARP participation, although it can be required for participation in 
other agricultural programs. 

Advance recourse loans . Price-support loans made early in a crop year to farmers to 
enable them to hold their crops for later sale, usually within the marketing year. 
Farmers mi.st repay the recourse loan with interest and reclaim tht>ir collateral. 

ARricultural MarketinR Service (AMS) . A USDA agency that establishes standards for 
grades of cotton, tobacco, meat, dairy products, eggs, fruits, and vegetables; 
operates grading services; and administers Federal marketing orders. 

ARricultural Research Service CARS) . A USDA agency which conducts basic, applied, 
and developmental research of regional, national, or international concerns in the 
fields of livestock; plants; soil, water, and air quality; energy; food safety and 
quality; nutrition; food processing, storage, and distribution efficiency; nonfood 
agricultural products; and international development. 

ARricultural Stabilization and Conservation Service (ASCS) . A USDA agency 
responsible for administering farm price- and income-support programs as well 
some conservation and forestry cost-sharing programs; local offices are maintained 
in nearly all farming counties. 

Animal and Plant Health Inspection Service (APHIS) . A USDA agency established to 
conduct regulatory and control programs to protect animal an'l plaat health. 

Basi: commodities . Six crops (com, cotton, peanuts, rice, tobacco, and wheat^ 
declared by legislation as requiring price support. 

Bilateral aRreement . A two- country agreement for the exchange of specified products. 

Carryover . The supplies of a farm commodity not yet used at the end of a marketing 
year. Marketing years generally start at the beginning of the new harvest for a 
commodity. 

Casein . A processed milk byproduct. 

Commodity Credit Corporation (CCC) . A Wholly owned Federal corporation within 
USDA. CCC functions as the financial institution through which all money 
transactions are handled for farm price and income support. 

Commodity Futures TradinR Commission (CFTC) . An independent Government commission 
which regulates trading on the 11 U.S. futures exchanges. CFTC also regulates the 
activities of nvjnerous comn: dity exchange members, public brokerage house^^, 
commodity trading advisors, and commodity pool operators. 

Conservation district . Any unit of local government formed for tho purpose of 
carrying out a local soil and water coni:ervation program. 
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Conservation plan. A combination of land uses and practices to protect and improve 
soil productivity and to prevent soil deterioration from erosion or o',her adverse 
effects. 

Conservation res erve program . A long-range program under which farmers voluntarily 
contract to take cropland out of production for 10 to 15 years and devote it to 
conserving uses. In return, farmers may receive an annual rental payment for the 
contract period and assistance either in cash or in-kind (PIK) for carrying out 
approved conservation practices on the conservation acreage. 

Converted wetlands. Wetlands that have been drained or otherwise manipulated for 
the purpose of producing agricultural commodities. See Wetlands. 

Crop acr ea&e base . For wheat, feed grains. Upland cotton, and rice, the average of 
the acreage planted and considered planted to the crop for harvest during the 5 
preceding crop years. 

Deficiency paymen t. Government payment made to farmers who participate in feed 
grain, wheat, rice, or cotton programs; payment rate is per bushel, pound, or 
hjndredweight, based on the difference between a target price and the market price 
or the loan rate, whichever difference is less. See Target pric e. 

Digagter payment. Federil aid provided to farmerg for feed grains, wheat, rice, and 
Upland cotton when either planting if prevented or crop yields are abnormally low 
because of adverse weather and related conditions. Thi^ Secretary has the option to 
offer disaster payments for the 1985-90 crops of peanuts, soybeans, sugarcane, and 
sugar beets. 

Environm ental Protection Agency (EPA) . An independent Government agency established 
in 1970 and charged with ^.he responsibility of coordinating effective governmental 
action on the part of the environment. 

Export allocation or quota . Control applied to exports by an exporting country 
to limit the amount of goods leaving that country. Such controls usually are 
applied in time of war or (*--ing some other emergency requiring conservation of 
domestic supplies. 

Extension Service . USDA's educational agency. One of the three partners in the 
Cooperative Extension Service with State and local governments. All three share in 
financing, planning, and conducting the education programs. 

Extra long staple (ELS) cotton . Long staple is considered cotton that is 1-3/8" or 
more in length. Most ELS cotton is grown in the Southwest and called American Pima 
cotton. 

Family-size farm > A farm that (1) produces agri:ultural commodities for sale in 
such quantities so as to be recognized in the commtmity as a farm and not a rural 
residence; (2) produces enough income (including off farm employment) to pay family 
and farm operating expenses, pay debts, and maintain the property; (3) is managed by 
the operator; (4) has a substantial amount of labor provided by the operator and 
family; and (5) uses seasonal labor during pc.k periods and a reasonable amount of 
full-time labor. 

Farm- Defined by the Bureau of the Census in 1978 as any place that has or would 
have had $1,000 or more in gross sales of farm productib. 
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Farm acreage base . The total cf the crop ac^aage bases (wheat, feed grains, Upland 
cotton, and rice) for that fana for that year, the average acreage planted to 
soybeans t and the average ac^^^^age devoted to conserving uses (excluding ARP*s). 



rang ^^reoit AOininistration . xne government agency responsiDie tor tne supervision, 
examination, and coordination of the Farm Credit System. 

Farm Credit System. A syetem of borrower-owned banks providing loans the 
agricultural sector. Federal land oanks make long-term farm and rtral real estate 
loans. Federal intermediate credit banks provide funds to production credit 
fiSsociations that make short- and intermediate-term loans tc farmers, ranchers, 
farm-related businesses, and commercial fishermen. Banks for cooperatives make 
loans to all kinds of agricultural and aquatic cooperatives 

Farmer-o%med reserve (FOR) . Program designed to provide protection against wheat 
and feed grain production sh?r*- falls and provide a buffer against unusually sharp 
price movements. Farmers p^ace ti«eir grain in storage and receive extended 
nonrecourse loans for 3 yeart, with extensioi^*? as warranted by market conditions. 
Interest on the loan may be waived » and farL o may receive annual storage payments 
from the Government. Farmers cannot take grain out of storage without penalty 
unless the market price reaches a specified **release price.** When the release price 
is reached, farmers may elect to remove their grain from the rt rve but are not 
required to do so. However » at that point the storage and interest incentives may 
be reduced or eliminated. 

Farmers Home Administration (FmHA ) . A USDA agency that provides credit for those in 
rural America who are unable to get credit fiom other sources at reasonable rates 
and terms. 

Federal crop insurance . A voluntary risk management tool, available to farmers 
since the thirties , that protects them from the economic effects of unavoidable 
adverse natural events. Administrative cgh'.s are appropriated by the Congress and 
30 percent of the insurance costs are federally subsidized. 

Federal Crop Insurance Corporation (FCIC) . A wholly owned Federal corporation 
within USDA that administers the Federal Crop Insurance Program. 

Federal Grain Inspection Service (FGIS) . A USDA agency that establishes official 
U.S. standards for grain and other assigned commodities and administers a nationwide 
inspection system to certify those grades. 

Federal marketing orders and aRreements . To promote orderly marketing, a means 
authorized by legislation for agricultural producers to collectively influence the 
supply, demand, or price of particular commodities. Approved by a required 
number of a commodity's producers — usually two-thirds — the marketing order is 
binding on handlers of the commodity. It may limit total marketings, prorate the 
movement of a commodity to market » cr impose site ^nd grade standards. 

Feed Rrain . Any of several grains moot commonly used for livestock or poultry feed, 
such as com, grain sorghum, oats, and barley. 

Food Rrain . Cereal seeds most commonly used for human food, chiefly Wheat and rice. 

Food Stamp Program . A USDA program designed to help low-income households buy an 
adequate, nutritious diet. The program began as a pilot operation in 1961 and was 
made part of permanent legislation in the Food Stamp Act of 1964. 
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General A itreement or. Tariffs and Trade (GATT) . An agreement negotiated in 194^ 
aiDong 23 countries, including tae United States, to increase intemrtional trade by 
reducing tariffs and o^her trade barriers. This multilateral agreement provides a 
code of conduct for international commerce. GATT also provides a framework for 
periudic mulciiaterai negotiations on trade liberalization and expansion. Seven 
sessions have beer held, most recently the Tokyo Round Hultilateral Trade 
negotiations, which began in 1973 and ended early in 1979. 

Green v iollar e3a>ort certificates . The Secretary may make available transfers >le 
certificates to coranercial agricultural exporters for market expansion and 
development activities. Certificates would then be redeemed within 6 months of 
issuance for CCC coiranodities . 

HiRhly erodible cropland . Highly erodible land that is in cropland use, as 
determined by the Secretary See Hi y.hly erodible land . 

Hikhly erodible land . Land that is classified by the Soil Conservation Service 
(SCS) as class IV, VI, VII, or VIII land under the land capability classification 
system or land that has an excessive average annual rate of arosion in relation to 
its soil loss tolerance level as determined by the Secretary. 

Hydric soil . Soil that, in its undrained state, is flooded lon^ enough during a 
growi.ig season to develop cn anaerobic condition that supports the growth and 
regeneration of hydrophytic vegetation. 

International trade barriers . Regulations used by governments to restrict imports 
from, and exports to, other countries. Examples are \:ariffs, embargoes, import 
S *>tas, and unnecessary sanitary restrictions. 

Import quota . The maximum quantity or value of a commodity allowed to enter a 
country during a specified time period. 

Land capability classes , A systen of expressing the suitability of a soil for 
agricultural use. Soils are grouped (classes I through VIII) according to tneir 
limitations when used for field crops, the risk of damage when they are used, and 
the way they respond to treatment. The numerals indicate progressively greater 
limitations and narrower choices for practical uso. 

Loan r&te. The price per unit (bvsnel, bale, or pound) at which the Government wiil 
provide loans to farmers to enable tliem to hold their crops for later sale. 

Marketing certificate . A certificate which may be redeemed for a specified amount 
of CCC commodities. 

Marketing loan . Authorizes producers to r^jay their commodity loan at a lower 
"markef level. 

Marketing quota . Under certain agricultural programs, that quantity of a commodity 
that ill provide adequa»:e and normal market supplies. When marketing quotas are in 
effect (only after approval by two-thirds or more of the eligible prolucers voting 
in a referendum), growers who produce in excess of their farm acr4*a?.e allotments are 
S'j-ject to marketing penalties on the "excess" production and are ineligible for 
Govt^mment price-support loans. Quota provisions have been suspended for wheat, 
feed grains, and cotton since the sixties; rice quotas were abolished in 1981. 
Poundage quotas are still used for domestically consumed peanuts, but not for 
exported peanuts. 
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Hulti lateral . Agreiuinents or programs involving three or more countries, such as the 
General Agreement on Tariffs and Trade. Sae Bilateral . 



N ational Agricultural Cost of Production Standards Review Board . Established in 
ivai to annually review the cost of production methodology used by USDA in 
price-support prograias. 

National farm program acreage . The number of harvested acres of feed grains, wheat, 
Upland cotton, and rice needed nationally to meet domestic and expert use and to 
accomplish any desired increase or decrease in carryover levels. Program acreage 
for an individual farm is based on the producer's share of the national farm program 
acreage. 

Nonrecourse loans . Price-support loans to farmers to enable them to hold their 
crops for later sale, usually within the marketing year. The loans are nonrecourse 
in that farmers can forfeit withou*" penait> the loan collateral (the commodity) to 
the Government as settlement of the loan. See Loan rate . 

Normal crop acreage . The acreage on a farm normally devoted to a group of 
designated crops. When a set-aside program is in effect, a farm's total planted 
acreage of such designated crops plus set-aside acreage cannot exceed the normal 
crop ^icreage, if the farmer wants to participate in the cononodicy loan prograiu or 
receive deficiency payments. 

Normal yield . A term designating the average historical yield established for a 
particular farm or area. Nonaal production would be the normal acreage planted to a 
commodity multiplied by the normal yield. 

Office of Technology Assessment (OTA) . Established in 1972, OTA is a nonpartisan 
support agency which serves Congress. Its purpose is to provide analyses of 
emergins, difficult, and technical issues that confi^ont our society. 

Paid diversion . A voluntary land retirement system in %rtilch farmers are paid for 
foregone production from their base acreage. 

Parity price . Originally, the price per bushel, pound, or bale that would be 
necess&ry for r bushel today to buy the same quantity of goods (from a standard 
list) that a bush-^1 would have bought in the 1910-14 base period at the prices then 
prevailing. In 19^^8, the parity price formula was revised to make parity prices 
dependent on the relationship of farm and nonfarm prices during the most recent 
iO-year period for nonbasic commodities. Basic commodities, including wheat, com, 
rice, peanuts, and cotton use the higher of the historical formula or the new 
formula. 

Payment- in-k\nd (PIK) . Used by CCC in both export and domestic commodity programs, 
PIK certificates, expressed as a dollar value, may be redeemed either for 
commodities or, in some cases, for cash. 

Payment limitation . A lioitation set by law on the amount of money any one 
individual may receive in fam program payments, such as deficiency and disaster 
payments, each year under the teed grain. Wheat, cotton, and rice programe. '''h*^ 
limitation, currently $50,000, does not include the value of loans received, any 
gain realized from a marketing loan, deficiency payments made as a result of 
lowering the basic loan rate (under the wheat and feed grain programs), loar 
deficiency payments, inventory reduction payments, and benefits received as % result 
of cost reduction actions by the Secretary. 
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Permanent legislation . Ttie statutory legislation upon which rieny agricultural 
programs are based (for the major commodities, principally the Agricultural 
Adjustment Act of 1938 and the Agricultural Act of 1949). Although these laws are 
frequently amended for a given number of years, they would once again become law if 
current amendmerts, such as the 1985 Act, were to lapse cr new legislation not be 
enacted . 

Program crops . Wheat, com, barley, grain sorghum, oatSp Upland cotton, and rice. 

Program yield . The farm commodity yield of record determined by averaging the yield 
for the past 5 years, dropping the high and low years. 

Public Law 480 . Enacted in 1954 to expand foreign markets for U.S. agricultural 
products, combat hunger, and encourafi** economic development in developing 
countries. Makes U.S. agricultural commodities available through low-interest, 
long-t^rm credit under title I of the act, and as donations for famine or other 
emergency relief under title II. Under title I, the recipient country agrees to 
undertake agricultural development projects to improve its own food production or 
distribution. Title III authorizes "food for development" projects. 

Puerto Rico block gran t. Annual funding to provide food assistance to needy persons 
in Puerto Rico in Jieu of the Food Stamp Program. 

Rural Electrification Administration (REA) . A USDA agency which assists rural 
electric and telephone utilities to obtain financing. 

Set-aside . A program to limit production by restricting the use of land. Restricts 
the amount of a farmer *s total cropland base used for production rather than on the 
acres used to produce a specific crop. See Normal crop acreage . 

Sheltcrbelt . A plant barrier of trees, shrubs, or other approved perennial 
vegetation designed to reduce wind erosion. 

Skip-row planting . Planting in uniform spaces one or more rows to a commodity 
(especially cotton), then skipping one or more rows. 

Soil Conservation Service (SCS) . A USDA agency responsible for developing and 
carrying out national soil and water programs in cooperation with landowners, 
operators, and others. 

Subsidy . Any national tax rebate on exports, financial assistance on preferential 
terms, financial assistance for operating losses, assumption of costs or expenses of 
production, processing, or distribution, a differential export tax or duty 
exemption, domestic consumption quota, or other method of ensuring the availability 
of raw materials at artificially low prices. 

Target option program. A program in which wheat producers, at the Secretary's 
discretion, choose from a schedule of target prices an'* corresponding acreage 
reduction levels. 

Target price . A price level established by law for wheat, feed f,**ains, rice, and 
cotton. If the market price falls below the target price, an amount equal to the 
difference (but not more than the difference between the target price and 
price-support loan levels) is paid to farmers who participate in commodity 
programs. See D eficiency payment . 
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Tariffs. A system of duties imposed by government on imported goods. 



Temporarjr Emergency Food Assistance Program (TEFAP) . Established in 1983 to provide 
CCC'Owned foodstuffs, at no charge . to States in amounts relative to the number of 
unemployed and needy persons. The food is distributed by charitable organirations 
to eligible recipients. 

U.S. Trade Representative . An independent Government agency charged with 
adiainistering the J.S. trade agreements programs. 

VeRetative cover . Perennial grasses, legumes » or shrubs with an expected lifespan 
of 5 years, or tribes. 

Wetlands . Land that has a predominance of hydric soils and that is inundated by 
surface or ground water often enough to support a prevalence of hydrophytic 
vegetation typically adapted for life in saturated soil conditions. See Hydric soil . 

Whole herd buy-out proRram . Program whereby producers may submit bids to the 
Secretary for ^he purpose of ending milk production in return for payment. 
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APPBVDIZ 5: SUMMARY OF THE POOD SECURITY INPROVEMEirrS ACT OF 1986 



The Food Security Improvements Act of 1986 (P.L. 99-260) was passed by Congress on 
March 12, 1986, and signed by the President on March 20, 1986. The provisions 
summarized below make "technical corrections" to the Food Security Act of 1985. 

■onprogram Crops 

The 1986 Act limits the crops that can be planted under the 50-92 provisions of the 
1985 Act (see the Farm Program AcreaRe sections of titles III-VI). Under the 1985 
Act, any crops other than wheat, feed grains, cotton, rice, and soybeans can be 
seedetS on the underplanted acreage. The crops allowed by the 1986 Act, however, 
include only sweet sorghum, guar, sesame, saf flower, sunflower, castor beans, 
mustard seed, crambe, plantago ovato, flaxseed, triticale, rye, commodities grown 
for experimental use (including kenaf), and comroodities for which no substantial 
domestic production or markets exist but which could be used to make industrial 
products that are now inqported. These crops can be planted only if the Secretary 
determines that such production will probably not increase the cost of price support 
programs, will not adversely affect farm income, and is needed to provide adequate 
supplies of the crop or to encourage domestic production of industrial raw 
materials. These restrictions do not apply to producers who planted (or contracted 
to plant) a nonprogram crop on the permitted acreage before February 26, 1986. 

Haying and grazing are permitted on the underplanted acreage at the request of the 
State ASC committee, unless the Secretary determined that there would be an adverse 
economic effect. 

Protection of Crop Acreage Bases 

The 1986 Act adds a related provision concerning crop acreage bases (title X). If a 
producer plants for harvest at least 50 percent of the permitted acreage to a 
program crop (wheat, feed grains. Upland cotton, or rice); devotes the rest to a 
crop other than peanuts, soybeans, ELS cotton, or the commodities listed above; and 
does not receive deficiency payments under the 50-92 provisions, then 50 percent of 
the permitted acreage is considered planted in crop years 1986-87, 35 percent in 
1988, and 20 percent in 1989. 

Farm Program Payment Yields 

Under the 1986 Act, if the farm program yield for the 1986 crop is reduced by ipore 
than 3 percent from the 1985 program yield, the Secretary must make up the 
difference to the 3-percent level in CCC-owned commodities. For the 1987 crop, if 
the program yield declines more than 5 percent from 1985, tne Secretary must make up 
the difference to the 5-percent level in CCC-owned commodities. For the purposes of 
calculating farm program payment yields for crop year 1988-90, the 1986 program 
yield cannot be reduced more than 10 percent below that of 1985. 

Haying and Grazing 

The 1986 Act changes the provisions for haying and grazing on diverted wheat and 
feed grain acreage to permit haying and grazing, if requested by the State ASC 
committee, during the 5 principal growing months of the 1986 crop year. The grazing 
provisions for 1987-90 remain the same (see the Acreage Reduction section in titles 
III-IV) . 
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Dairy 



The 1986 Act increases the deduction taken from the price of milk received by 
producers to fund the whole herd buy-out program. The act increases the deduction 
as much as $0.12 per cwt during April 1, 1986, through September 30, 1986, to offset 
the March 1 reductions in Federal payments required by the Balanced Budget and 
Emergency Deficit Control Act of 1985 (Gramm-Rudman-Hollings) . 

The 1986 Act also requires the Secretary to hold a hearing within 90 days of 
receiving a proposal to amend a milk marketing order to provide for marketwide 
service payments. Implementation of the service payments, if approved, would be 
required within 120 days after the hearing (see the Milk Marketing Order section of 
title I). ~ 

Advance Recourse Loans 

The 198^^ Act expresses a sense of Congress (a nonbinding request) that the Secretary 
should provide the advance recourse loans authorized in title X of the 1985 Act to 
1986 commodity program participants. However, the 1986 Act restricts the loans to 
producers unable to obtain credit else%irhere to finance production of the 1986 crop 
and Umits the loans to $50,000 or 50 percent of the estimated price support loan 
(basod cn the progrom yield and farm program acreage intended to be planted). 
Whichever is less. Producers must provide a first lien on the crop as security for 
the loan and obtain crop insurances. 

Special Assistant for Agricultural Trade and Pood Assistance 

The 1985 Act created the position of a Special Assistant for Agricultural Trade and 
Food Aid (title XI). The 1986 Act, aside from changing the title slightly, requires 
that the person be app:,inted by May 1, 1986. The eligible salary would be changed 
from level I to no less than level III of the Executive Pay Schf^dule, as determined 
by the President. 

Targeted Kxport Assistance 

The 1986 Act changes the 1985 Act to require that at least $110 million of CCC funds 
or commodities be used annually in fiscal years 1986-88 for a targeted export 
assistance program. The 1985 Act (title XI) had set the minimum level at $325 
million annually. 

Market Development and Expansion 

The 1985 Act mandated that at least $2 billion in CCC-owned commodities used 
during fiscal years 1986-88 on export market enhancement (title XI). The 1986 Act 
changes that level to at least $1 billion, but not more than $1.5 billion in 
CCC-owned commodities over the same period, '^ae 1986 Act retains the provision, 
however, that the commodities should be used in equal amounts in each of the fiscal 
years . 

Overseas Donations Under Section 416 

This provision requires the Secretary to estimate year-end. unr ;mmitted CCC stocks 
by March 31, 1986. The Secretary must also publish an estimate of the amount of CCC 
stocks to be used under section 416 (title XI) during frscal year 1986 in the 
Federal ReRister by March 31, 19G6. 
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Food Stamps 



The 1986 Act changes the due date of the required Food Stamp Program quality control 
studies ( Program Administration section of title XV) from December 23, 1986, to 1 
year after the contract is signed USDA and the National Academy: cf Sciences. No 
date is set for the study contract itself. The 1986 Act also extevids the deadlines 
for publishing regulations and implementing the revised quality control system until 
6 months after the reports are submitted to Congress' 

Bxtemal Coinbustion Bngine Research 

This provision permits CCC to export up to $30 million in ogriculturLl commodities 
per year to finance research and development of external combustion engines using 
nonpetroleum fuels. 
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